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Gas storage holder 
with capacity of 17 
million cubic feet~; 
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placed in operation ' 
in 1949 at Point = 
Richmond. 
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5 Cresta Dam across Feather River Gorge where 

_ water is diverted to operate Cresta Power 

a pay ao House down stream. Completed in 1949, these 

River, 168,900 horse- facilities add 100,536 horsepower to system 
power, began opera- capacity. 

tion early in 1950. 









Gross operating revenues established a new record of $217,225,000. + 
Sade tn 1000 w conned The increase over the previous year was $12,983,000, or 6.4%. a | 


« 
steom electric generating 
unit, 148,943 
horsepower, was 


placed in opera- i = Sales of both electricity and gas reached new peaks, electricity rs 








] _ hw ag , increasing 13% and gas 2%. Sales of electricity totaled 10,172,- 
aor 000,000 kilowatt-hours, and sales of gas 166,178,000,000 cu. ft. ers 







- - Service was extended to 113,655 new customers. At the year-end 


2,259,215 customers were being supplied in all branches of our operations. 


<= Construction expenditures totaled $192,480,000 as the Company reached the 


—— <n peak of its six-year postwar expansion program. 


a}. transport Texas and 
New Mexico gas 
\ into Northern ‘ = y ‘ oa - 
California. Construction started on a 34-inch pipe line to transport Texas and New Mexico. ty 


gas into Northern California—the largest diameter pipe line ever built for high- 
pressure transmission of natural gas. 






—— New securities with a par value of $136,010,025 were issued and successfully 
marketed to carry forward our postwar expansion program. 


— There was a gain of 6,208 in the number of those participating in ownership of the 
Company. At the year-end, the Company had 160,467 stockholders of record. 


Moss Landing steom 
electric generating 
plont under construc- 
tion on Monterey Bay. fi 
Capacity 402,144 
horsepower. 


#@—— The California Public Utilities Commission granted an increase in gas 
rates, totaling $4,000,000 a year, effective November 28, 1949—our first 
increase in gas rates in twenty-nine years. 





- 


In October the Company made application for an increase of 6% in electric #—— 
rates, or $8,820,000 a year. It was granted effective April 15, 1950, and is the 
first increase in our electric rates since 1920. 





diciiticae tiialie ities Net earnings for the common stock were $2.10 per share, based on average shares out- 
electric plant, sched- standing. The increases in rates, together with better operating efficiencies, continued 
uled for completion in ° -"s r . 

business growth and prospects for more normal precipitation, are expected to raise 
earnings to more satisfactory levels in 1950. 


President 


PACIFIC GAS AND ELECTRIC COMPANY in frmcisco, caurora 





A copy of our 1949 Annual Report to Stockholders will be supplied upon request to E. J. Beckett, Treasurer, 
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Our Paris Office (at left), 4 Place de la Concorde 


For Your Customers Who 


Go Abroad 


The season of increasing foreign travel serves as a reminder to be prepared to 
supply your customers with letters of credit for the protection of their travel funds 
and assurance of service in foreign lands. 


Guaranty Travelers Letters of Credit, in addition to being cashable the world 
over, make available to holders the exceptional facilities of Guaranty’s complete 
offices in London, Paris, and Brussels. These offices, through years of friendly and 
helpful service, have become the headquarters for many American travelers and busi- 
nessmen abroad. Our correspondents, leading banks in all countries, also afford 
facilities of special advantage. 

We cordially invite your inquiry for information regarding commissions and 
other details of this service. 


Guaranty Trust Company 
of New York 


Capital Funds, $372,000,000 





140 Broadway Fifth Ave. at 44th St. Madison Ave. at 60th St. Rockefeller Plaza at 50th St. 
New York 15 New York 18 New York 21 New York 20 


LONDON PARIS BRUSSELS 
32 Lombard St., E. C. 3 Bush House, W. C. 2 4 Place de la Concorde 27 Avenue des Arts 


Member Federal Deposit Insurance Corporation 
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Board of Directors Statement of Condition April 24, 1950 
Edward E. Brown 
Chairman of the Board ASSETS 
Cash and Due from Banks ‘ , ‘ : , ‘ . $ 503,376,437.25 
— a. om United States Obligations—Direct and fully Guaranteed 
airman, Finance Committee, y 
Inland Steel Company Unpledged . . . . $ 692,809,355.68 
Pledged—To Secure Public Deposits and 
os ye: amy Deposits Subject to Federal Court Order 170,681,506.51 
tomas he, To Secure Trust Deposits. ? : 68,341,298.89 
; Under Trust Act of Illinois. ‘ : 512,000.00 932,344,161.08 
" ae Other Bonds and Securities ; ‘ ; ; ‘ ; ‘ 120,303,637.24 cl 
"resi t, Chicago, : an ae 
Rock etl and Pacific Loans and Discounts ; ‘ ‘ : ' ‘ ‘ ‘ 730,356,600.83 
Railroad Company Real Estate (Bank Building) . . . . . .). 2,440,470.92 
James B. Forgan lederal Reserve Bank Stock . ; . ; r ; ‘ £,500,000.00 
Vice-Chairman of the Board Customers’ Liability Account of Acceptances. . . ‘ 1,.937,371.06 
erest Ke ‘ ‘ ‘ ; , ; ; ‘ 4,868,496.17 
Welter M. Heymenn Interest Earned, not Collected 4.868 196.1 
Vice-President Other Assets. ; ‘ ‘ ‘ . ; . . . 548,094.76 
$2,300,675,269.3 | 
Henry P. Isham 
President, Clearing Industrial LIABILITIES 
District, Inc. Capital Stock . ‘ ; ‘ : R ; , . $  75,000,000.00 
James S. Knowlson Surplus ° e ° ° ° ° ° ° ° ° ° 75.000,000.00 
Costenan of the Board Other Undivided Profits . ‘ , . ‘ ‘ . ‘ 3,416,926.79 . 
aed, ened Corp. Discount Collected, but not Earned . ‘ ° , ° , 1,242,958.66 
H J. Livi Dividends Declared, but Unpaid _. ‘ ‘ ° ‘ ° 1,500,000.00 
9am aaa Reserve for Taxes,etc. , , ° . : , ° 23,544,789.57 
President 
Liability Account of Acceptances , . , . j 2,139,637.36 
Hughston M. McBain Time Deposits. . . . «. « §$ 447,164,442.55 
Chairman of the Board, ‘ e - 
Marshall Field & Company Demand Deposits. ‘ ‘ ‘ ; 1,503,511,117.57 — 
: Deposits of Public Funds . : , i 168,153,551.83  2,118,829,111.95 
— G. McCloud Liabilities other than those above stated . , ‘ ‘ ‘ 1,844.98 
n r Se en eee ee ee 
= $2,300,675,269.31 
Harry C. Murphy 
President, Chicago, Burlington 
& Quincy R. R. Co. 
; Irvin L. Porter Albert H. Wetten John P. Wilson 
James Norris Banker President, A. H. Wetten & Co. Wilson & Melivaine 
President, Norris Grain Co. , 
R. Douglas Stuart H A Wh ' Robert E. Wilson 
James F. Oates, Jr. Vice-Chairman, arry 41. eeler Chairman of the Board, 
EE a Quaker Oats Company Banker Standard Oil Company Pul 
aac Vantane) 
Louis Ware C. J. Whipple Robert E. Wood 
John P. Oleson President, International Chairman of the Board, Chairman of the Board, | Sub 
Banker Minerals & Chemical Corp. Hibbard, Spencer, Bartlett &Co. Sears, Roebuck and Co. ; 
B trv 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION endo 
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ARTICLES ... 
‘New Trust Investment Law ..............-.. iii Bascom H. Torrance 300 | 
Fiduciary’s Social Security Duties -................. .. J. Stanley Miller 304 | Orchid to Pap 
95 New York Gets Marital Deduction Act _............... Daniel J. Reidy 308 | I commend you upon the publication 
Workings of American Industrial Machine ... Benjamin F. Fairless 310 of the article - “Estate Tax Apportion- 
‘ , _ ment” by Gabriel Pap (April, p. 232). 
Union Sponsored Pensions .......... .........-..... aes tleioed Samuel N. Ain 312 | This is a problem which most people have 
Equity Investment on Intrinsic Value _......... .... Robert S. Driscoll 318 | not thought out. I shall make a ng 
Pensions and Mutual Fund Investment ................ Dudley F. Cates 329 ae ee ee ener bays a — 
: ; William R. Spinney, 
American Estates in England .................................--- H. D. G. Trew 337 Asst. Trust Officer, 
08 Title Insurance & Trust Co. 








83 I iii isis mintbeeccneinnennto Editorial 297 | Stockholders and Employees 
92 i ais i i i cs Editorial 297 In one of your issues (T&E, Dec. 1949) 
00 a statement was made to the effect that 
06 State Trust Conference Reports .....-.......-.0.-------s--seeeseeeseecseeseeesenennen 306 a survey of that country’s 254 largest 
a I Cr iiss sicctesctinstineianinabeeialiib schism aciatatiaicaartaltiea 307, 343 | corporations showed that big business 
se Beffects of New Investrremt LW nnnnconnooonnno ccc vcceecceccccececenccceecceeceee 324 | is owned by millions of small stockholders 
16 : and that the stockholders out-number the 
31 Index of Mutual Investment Companies ................ Henry A. Long 333 | employees in a ratio of 8 to 5. 
Estate Analysis in Action ........................2..--------- Heman T. Powers 334 I would appreciate it if you could ad- 
Trust Personnel Changes ..........----..2------0-----2eeese00ee0e-00-- 340 | vise us whether or not consideration was 
00 hiiiteaes : eiiiadir =). th) Oa eee ou given to the possibility that there could 
00 OGETHIZATION SNCTERSES DHUSINCTS ..............------------nneennrennnencecnncnnneees be overlapping among stockholders and 
OEE TIME PAR TE 344 | likewise overlapping between the em- 
719 , Where There’s A Will 347 ployees who may also be stockholders. 
.66 ‘ Ma & Le eg a en Elmer W. Warren, 
00 Ek CR ee eT ee Ee eS PP ee 348 Trust Officer, 
(ie Federal Tax Notes 350 First National Bank 
a Aen) © pete Pe 0d gmemte gs em, ne ae ee ee Ae fey ees oy teen eee ee 
' . , — Gettysburg, Pa. 
36 I-A linda alse ela eimai a 353 lili aati 
ew Giete Laseienm .....................:........... Rc! lk Fl alll i ee 359 Ed. Note: Though complete statistical 
analysis was impossible, consideration 
ooo | was given to overlapping among stock- 
95 CHRISTIAN C. LUHNOW | holders and to employee stock ownership. 
98 Editor & Publisher THE COVER It was observed that “Obviously, some 
— P. PHIL1p LACOVARA a of the 10,000,000 stockholders in the 254 
31 Legal & Associate Editor In the next two months millions of Amer- : hold ; th 
MORTON SAVELL | icans, from the farms, offices, homes and Ce oF ae SS = one 
_— ph eatery. +t | apartments, will pack their bags, lock the | COmpany. Even a generous guess, how- 
door and set out to see whetever part of | ever, at the percentage of such duplica- 


ALAN GIELLERUP 


Advertising Director the land they wish to visit. They will cross | tion would still leave direct benefits . 
| state borders with no barriers, they will find hi nt t ‘cal b 
M. M. ImMsBrRo | hospitality and understanding people and | *C@°0!N& Into an as Se Sa 
Business Manager make friends. There will be no Iron Cur- | Of American homes.” Regarding em- 





SAMUEL J. FOOSANER | tains, no secret police checking their move- ployee stock ownership: ““While data for 

2 Contributing Tax Editor | meng ne ar For we in America | analysis of employee stock ownership 
d, —_—_ ave freedom of movement, and freedom . . ‘ 

y Published monthly and copyright 1950 by | from molestation by the State. Some will was impossible & ae on a broad 

FIDUCIARY PUBLISHERS, INC. visit Mirror Lake in Yosemite National | base, 16 companies with 707,687 common 

50 East 42nd St., New York 17 Park, California, whose great mountains | stockholders and 790,000 employees re- 

Vanderbilt 6-0310 symbolize the strength of America, whose | ported that 30,033 employees are stock- 


trees and greenery denote its vitality of life : Oo, 
and whose calm waters reflect its peaceful holders owning an average of 8% of the 


aims. companies for which they work.” Since 
Photo by Louis C. Williams | data were fragmentary and possibly not 


E holder ratio was 8 to 5) the figures were 
ntered as second-class matter February 6, 1939, at the post office at New York, N. Y., under the Act of . d 
March 3, 1879. Additional entry at Paterson, N. J., July 23, 1936. not projected. 


i Subscription: $5.00 a year; Canada $5.50; 
D. 4 Foreign $6.00; Single Copies 60 cents. 
_ TRUSTs AND ESTATES is not to be considered as 
endorsing the views advocated in signed articles. 
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For Every One Concerned 
with Federal Income Tax Problems of Investors... 


* Essentially, this comprehensive, continuing Reporter provides the federal in 
Tax Man with the vital information, the needed facts and figures concern- re! 
ing the effects on the federal income taxes of security owners which result in 
from changes in capital structure. Accordingly, the “Reports” run the inc 


gamut from stock rights to war casualty loss deductions and recoveries. tru 


* Swift coverage of new developments “as they break” is traditional with lim 


the informative regular releases of Capital Changes Reports. In addition 
to the regular issues, “Advance Bulletins” rush to subscribers important 
capital changes data on issuance of stock rights and distributions. 


enc 
fill 
to 


° : ° eae ° We 
* Capital changes of both listed and unlisted securities are included. In sg 


short, if a change concerns a publicly-held security, any issue of general 
interest, the “Reports” supply all the facts and data needed for determin- 
ing its federal income tax effects, and for figuring the basis of both old 
and new securities. 
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of | 
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000 
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* Actually, the issues of more than 6,000 separate corporations and 
organizations — both stocks and bonds — are covered, with all relevant 
changes affecting the tax status of their securities, from date of incor- 
poration right down to the present. 


* In addition, facts and figures concerning taxes on distributions by public 
utility holding companies, taxability of cash dividends, interest on bonds as 
acquired “flat”, and worthless securities are helpfully provided — along bis 
with special work sheets for tax computations in railroad reorganization 
situations, plus other exclusive, time saving, tax saving features. 
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* Authoritative — produced and published by Sinclair, Murray & Co., Inc. up i 
4 men 
, . : ing 
; A’ is re 
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DISTRIBUTED BY base 
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EDITORIAL... 


ew Look in Investments 


WIDER LEEWAY CALLS FOR CAUTION 


HE marked trend to the “Prudent Man Rule” of trust 

investment, followed by the recent change in the New 
York law to permit up to 35% use of equities in restricted 
funds, has opened the door to both greater opportunity and 
greater responsibility in trust service. Opportunity because 
it is possible to replace artificially low bond yields with 
higher earnings of stocks. Responsibility because there is 
a wider range of companies as well as issues to watch and 
an added factor of risk since the stockholder does not have 
the same cushion against profit declines as does the bond- 
holder. 

There is no question but that the removal or easing of 
investment restrictions is a constructive one. The concur- 
rence of the substantial decline in bond yields with that 
in the purchasing power of the dollar—be it principal or 
income—has made the life of the beneficiary of a “legal” 
trust a far from happy one. But for the fiduciary with 
limited analytical and review facilities, or lack of experi- 
ence in equity investment, the new role will be hard to 
fill successfully. Too sanguine an attitude can easily lead 
to precipitate actions that will be regretted when the first 
wave of market recession hits. with a relapse into the old 
distrust of equities as a whole. This could set back the 
advance of fiduciary investment policy for many eyars. 

New York trust institutions, with well over ten billions 
of trust funds, are studying the alternative position of the 
20-25 or so of the restricted funds that could be con- 
cerned. in anticipation of the effective date of July Ist as 
the new state law would make available an estimated $50,- 
000,000,000 of corporate equities for such accounts, but it 
is pointed out by experienced trust investment men that 
many of these may not be suitable, either because of condi- 
tions of the individual account or of the company or in- 
dustry record and prospects. The emphasis is on selectivity 
and shock-resistance to possible sales or earnings declines. 

Proponents of a New Era having been so badly tripped 
up in 1929, it is now popular for experts and other com- 
mentators to caution, even with first quarter profits show- 
ing next to all-time highs in many corporate areas. But it 
is recognized that the pressing backlogs of consumer de- 
mand are considerably satisfied, and much spending is now 
based on current demand, stimulated by the high govern- 
ment spending, veterans insurance refunds and expansion 
of installment loans. A checking of the flow of incomes 
could upset the balance. And many wishful investors are 
finding that taxes leave them too low a break-even point 
to allow a surplus for savings investment. 

Nevertheless, to the informed investor, there are major 
differences to be drawn between the present stock-market 


highs and thos of the ’20s. All things are relative, and the 


cut-rate yields on bonds make stocks the more attractive. 
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The stock market has not been inflated by margin buying or 
hysterical optimism and it is realized that dollar quotations 
today must be readjusted to give effect to the substantially 
lower value of the dollar. Then, too, there is abundant 
money, with government deficits adding to the devaluation, 
and new sources of demand for equities from pension funds 
and from the lower-income groups who are replacing the 
“capitalists” via the investment company or mutual fund 
vehicle. 

The change in investment policy of the fiduciary or in- 
stitutional type investor is having another major influence. 
Just as in the past the confinement of billions of dollars 
of trust funds to a rather narrow list tended to give en- 
forced suport to the qualified “legal” securities, so will the 
enlargement of their scope—and that of the vast pension 
accumulations—be liable to tip the scales toward blue-chip 
equities. That this has already been reflected in the market 
is indicated by the fact that the Dow-Jones averages have 
run far ahead of the run-of-mine stock price appreciation 
in recent months. 

In the days ahead the race is likely to be to the swift 
of foot, not only in getting in but also in adjusting port- 
folios of those companies or industries which are nearing 
saturation of backlog demand—such as automobiles and 
housing, which are the biggest supporters of the present 
high level of production. The importance of selectivity has 
probably never been much greater than it is today. In some 
lines, post-war capital improvements in plant and equip- 
ment have already shown their potency. General Electric, 
with only a 2% advance in sales, increased its net 38%; 
U. S. Steel, with a 5% drop in gross from the first quarter 
of °49 had only a little over 1% drop in net, while American 
Woolen’s net was down 85% on a reduction of only a 
third in gross. The varying effects of the ratio of labor 
costs. especially considering the weight of funding past 
pension costs in new or revised plans, further emphasize 
the difference in break-even points, which become ex- 
tremely important to the equity investor. The new look 
in investment surely calls for a hard look and a studious 
one. 

A A A 


Give Them the Facts 


NDUSTRY is speaking its piece to workers with a new 
voice. More than ever before it is recognized that just 
to tell a man he is wrong only arouses resentment. It is 
necessary to demonstrate the facts in an atmosphere to 
which he is accustomed, and then let him decide for him- 


self, 


Educating employees in the economics of the enterprise 
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system has gained impetus in the postwar years largely be- 
cause during the war it became clear that workers were in- 
finitely more productive and cooperative when they under- 
stood their company objectives and the role they played in 
bringing victory. Application of the same principals in 





At Pitney-Bowes an extensive, anonymous survey was made of 
employee attitudes toward the company, pay and conditions of 
work. While this study was not stated as being groundwork for 
an economic educational campaign, the type of data gathered 
could well form the basis for a positive advance in that area. 


peace is behind many a company effort today, and the media 
used include almost every channel of communication. 


For example, a 16-page comic book called, “We Hit the 
Jackpot,” has been distributed by some 350 companies to 
more than a million workers, including such giants as Re- 
public Steel and Procter and Gamble. Theme of the book 
is that Americans will hit the jackpot as long as the capi- 
talistic system survives. Johnsor. & Johnson laid the ground- 
work for its economic program over a two-year stretch by 
starting out with courses on shopping and hygene, with the 
result that when the approach to economic subjects was 
made there was no suspicion that management was “trying 
to put one over.” General Electric uses the conference and 
house organ method largely, but has also put out a comic 
book. The many companies that have begun to take factual 
information to employees include the Pittsburgh-Des Moines 
Co., Sharp & Dohme, Standard Steel Spring Co., General 
Motors, Aluminum Co. of Amercia, Union Carbide & Carbon 
Corp., and many others. At the Bankers Trust Co., in New 
York, the bank personnel itself has set up a plan for a series 
of discussions on economic and political subjects, indicating 
that there is an open-mindedness for facts rather than florid 
emotion. 


All this is closely related to the pronouncements of a re- 
cently published little book (Human Relations In Modern 
Business) conceived by Robert Wood Johnson, chairman of 
Johnson & Johnson, in which it is observed that labor’s past 
unrest has been ascribable in some degree to management’s 
failure to “meet the needs of man’s moral and social na- 
ture,” and “Labor is not merely a commodity to be bought 
and sold, used and discarded. . . Even if men are well-fed, 
clothed and housed. . . (man) must feel that he is more 
than an automaton, a cog in a machine.” 


The significant thing about it is that while in the past 
there has been an inclination to carp at the employee for 
accepting fallacious attacks on our system, today the 
thoughtful employer is seeking out appealing media through 
which to tell the positive story behind the system. It is a 
case of dissipating with facts the danger of a little knowl- 
edge. 
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A Legacy for Junior 


LL of us have left a legacy to our children, whether or 
not we intended to do so: a legacy of debt and diffi- 
culty in building up their savings. It is much more difficult 
for the present and coming generation to meet the costs of 
government and to build their own estates. In 1920 the 
Federal income tax took $53.84 for every man, woman and 
child; in 1950 it takes $270.57. But for the above-average 
income earner this average doesn’t mean much; the four 
per cent who earn over $6,000 a year are paying fifty per 
cent of the income taxes. 

Those now retiring from business recall their early years 
when $3.00 to $8.00 a week was the starting range. That 
is now nearer the daily rate. Moreover, the dollar that was 
worth $1.94 in purchasing power (based on 1935-39 as 
100 cents), is now worth 60c; and at the same rate of decline 
will be worth less than half a dollar in the early *60s. A 
combination of the higher general standard of living and 
cost of living makes it far more difficult for the coming gen- 
eration to have enough—after taxes—for the comforts or 
pleasures of life. or to save.a surplus. 

Taxes of all kinds took about 13‘: of the national income 
in 1929; today they take almost double that proportion. 
That is one reason why many thoughtful fathers are setting 
up trust funds as a counter-balancing factor, using the gift 
tax exemption and annual exclusions. 

In the effort to offset the legacy of debt with one of 
a trust, however, one should avoid the restrictions which 
defeat its whole purpose and spirit. One of the most in- 
nocuous looking efforts along this line was the trust in 
which the income was to match the son’s earnings: for 
every dollar the son earned, the trust was to pay him a 
dollar. Unfortunately, the son became disabled. Discretion 
in the trustee would have been the better part of valor. 


A a 2 


Common Fund Notices 


HE United States Supreme Court has ruled that notice 

by local newspaper publication is inadequate to meet 
the “due process” clause of the 14th Amendment as related 
to settlement of accounts of Common Trust Funds for bene- 
ficiaries whose names and known to the 
trustee. The question, first raised by a surrogate’s decision, 
was brought before the Court by the special guardian for 
“several thousand” income beneficiaries in the accounting 
of the Central Hanover Bank & Trust Co. of New York, 
and clarifies a doubt that has impeded the further creation 
of Common Funds. 


addresses are 


The court reasoned that “Publication may theoretically 
be available for all the world to see, but it is too much 
in our day to suppose that each or any individual benefici- 
ary does or could examine all that is published to see if 
something may be tucked away in it that affects his prop- 
erty interests.” Therefore, in order to obtain jurisdiction 


for a binding decree, known beneficiaries must be served ° 


by mail. 

However, as to those beneficiaries whose interest is con- 
jectural, or whose whereabouts are unknown, the statutory) 
notice by publication is sufficient. The decision, reported in 
the “Fiduciary Decisions” section of this issue, thus makes 
common fund accounting both practical and definitive. 
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NEW TRUST INVESTMENT LAW 


NEW YORK GETS PARTIAL PRUDENT MAN RULE 


BASCOM H. TORRANCE 


Chairman, Trust Investment Study Committee, Trust Division, New York State Bankers Assn., 
Vice President, City Bank Farmers Trust Co., New York 


FFECTIVE July first, New York 

will have a new law governing the 
investment powers of fiduciaries. The 
new law, sponsored in the Legislature 
by Senator McGovern and Assembly- 
man Demo, and signed by Governor 
Dewey on April fifth as Chapter 464, 
is an enlargement and at the same 
time a considerable recodification of the 
investment powers of fiduciaries in this 
state. With it New York, long a strict 
legal list state, joins the growing num- 
ber of states which have been adopting 
a more realistic attitude toward present 
day investing. 

A study conducted by a special com- 
mittee of the Trust Division of the New 
York State Bankers Association pre- 
ceded the passage of the new legisla- 
tion. This special study, carried on over 
a period of several years, covered a 
searching examination of the record of 
the New York legal list, as well as con- 
sideration of various methods of deal- 
ing with statutory regulation of the in- 
vestment powers of trustees. The study 
developed a number of things, among 
them the sharp decline in income which 
had fallen upon legal trusts in a period 
of low interest rates, a predominant 
trend away from restriction of trust in- 
vestments, and some serious shortcom- 
ings in the New York legal list, which 
has been, it seems fair to say, one of 
the better examples of the use of a legal 
list. One of the chief shortcomings was 
the fact that the list had been unneces- 
sarily restrictive, and another was the 
fact that despite this restrictiveness the 
legal list had not been notably superior 
to other methods of selection in finding 
issues of satisfactory quality. The pub- 
lished report of the Committee discussed 
its findings and conclusions in detail. 


Early in its deliberations the Commit- 
tee was convinced that New York had 
been committed for so many years to 
the use of statutory restrictions for fi- 
duciary investments that complete 
abandonment of the custom at this time 
was impracticable. The problem there- 
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fore was to find something more satis- 
factory than existing law that would 
also be generally acceptable. In seeking 
an answer the Committee considered 
various possibilities, including methods 
followed in other states, ranging all the 
way from a complete swing to the pru- 
dent man rule to continued use of a 
restricted legal list. 


Giving some thought to the central 
purpose and function of a statute, the 
Committee recognized that the theory 
of a “foolproof” list had been shown 
to be difficult and imperfect in practice; 
in fact to make a list “foolproof” means 
such severe restriction that few will 
willingly submit to its limitations. The 
Committee preferred the view that an 
investment statute should not be de- 
signed for any limited group, either the 
most expert or the least expert, but 
rather for that great body of reasonably 
intelligent persons from among whom 
the largest number of trustees would be 
selected. As the Committee wrote in its 
report, it should be unnecessary “to 
pull the standard of performance down 
to the level of the least competent any 
more than it is necessary to expect of 
everyone skill equal to that of the most 
gifted.” Furthermore, the Committee 
was aware that the law laid upon every 
trustee a duty to learn his job. 


Three Recommendations 


Concentrating therefore in that in- 
termediate area between the full free- 
dom of the Massachusetts prudent man 
rule on the one hand and a severely re- 
stricted legal list on the other, the Com- 
mittee submitted three recommenda- 
tions. The first was for a complete sep- 
aration of the law governing invest- 
ments for fiduciaries from the law gov- 
erning investments for savings banks. 
Under existing law, investments for 
New York trustees are, with some ex- 
ceptions, the same as those for savings 
banks. The Committee found little logic 
in the connection between the two, 
which seemed to have been largely a 


matter of convenience. The second re- 
commendation was for abandonment of 
statistical formulas, undertaking to 
frame a statute in general rather than 
statistical terms; and the third recom. 
mendation was that fiduciaries be grant- 
ed a limited permissive area within 
which full discretion would apply. in- 
cluding authority to invest in both com- 
mon and preferred stocks. 

The Committee prepared an _ illustra- 
tive draft of a statute modeled upon 
these proposals, which was made the 
basis of discussion with various groups 
interested in trust legislation, including 
the Banking Department and the Surro- 
gates. As a result of these discussions 
some amendments and some compro- 
mises were found necessary, but in a 
general way the bill which will become 
law on July first, provides for: 


l. Elimination of most of the statis- 
tical formulas applicable to vari- 
ous kinds of tax exempt bonds: 

2. Retention of existing statutory re- 
strictions as to corporate bonds: 

3. Authority to invest in issues not 
otherwise eligible. both bonds and 

discretion of the 

35° of the value 


stocks, in the 
trustee, up to 
of the trust. 


Expands Investment Area 


The general plan of the statute con- 
tinues those issues which are already 
legal, but expands the range of selec- 
tion in the tax exempt field, and opens 
up a substantial area of investment not 
heretofore authorized by statute. At the 
present time the investment powers of 
fiduciaries are found in several portions 
of the consolidated statutes, such as the 
Banking Law, the Personal Property 
Law and elsewhere. In keeping with the 
recommendation for a separate invest- 
ment statute for fiduciaries, the new 
law repeals subdivision 1 of Section 21 
of the Personal Property Law and en- 


acts a new subdivision 1, adding a num- | 


ber of paragraphs to bring into this one 


subdivision the various investments per- | 
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mitted to trustees. The new subdivision 
recites that fiduciaries may invest in 
the kinds and classes of securities enum- 
erated in succeeding paragraphs of the 
subdivision, provided that investment is 
made only in such securities as will be 
acquired by prudent men of discretion 
and intelligence who are seeking a rea- 
sonable income and the preservation of 
their capital. This is simply a reaflirma- 
tion of the well established and universal 
principle of trusteeship applicable to all 
investments. 


Then follows a series of paragraphs 
enumerating the various types of invest- 
ments which are permitted. The first 
three paragraphs, taken from Section 
235 of the Banking Law without change 
of substance but with some rearrange- 
ment,” refer to obligations of the 
United States or those for which the 
faith of the United States is pledged to 
provide payment, Farm Loan _ bonds. 
Federal Intermediate Credit Bank de- 
bentures, and obligations of New York 
state and its political subdivisions. 


The next paragraph covers generally 
the authority to invest in obligations of 
other states and the political subdivi- 
sions of other states, as well as revenue 
or special authority issues. This para- 
graph represents a considerable con- 
densation of existing law. It eliminates 
the distinction between obligations of 
political subdivisions of states adjoining 
New York state and those of other 
states, and in keeping with the Commit- 
tee’s recommendation for the abandon- 
ment of statistical formulas, it eliminates 
the general statistical tests applicable to 
the obligations of political subdivisions 
of other states, retaining only a mini- 
mum population test of 10,000. Also 
retained is the requirement of full tax- 
ing power for obligations of political 
subdivisions of states other than New 
York state issued since 1938. The same 
paragraph provides authority to invest 
in revenue bonds or special authority 
issues with no attempt to enumerate 
them by name or provide statistical tests 
for their selection. In this general area 
it will be seen that trustees will be op- 
erating under the overriding rule of 
prudence without reliance upon statu- 
tory statistical tests. 


Other Obligations 


The present authority under existing 
law to invest in obligations of the Inter- 
national Bank for Reconstruction and 
Development is incorporated into the 
new law without change. The same is 





*Of Subdivisions 1, 2, 4, 11 and 15 of Section 235. 
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true of obligations of the Dominion of 
Canada. For obligations of Canadian 
provinces and municipalities, the new 
law retains the present default tests, but 
again dispenses with statistical tests 
with respect to the ratio of indebtedness 
to assessed valuation. The new law re- 
tains the population test for Canadian 
municipalities and the requirement that 
they shall have power to levy taxes with- 
out limitation of rate or amount. As 


in the present law, all Canadian obliga- 
tions must be payable in United States 
funds. 

The next three paragraphs of the new 
law, paragraphs (h), (i) and (j), con- 
tain the substance of the present sub- 
division | of Section 21 of the Personal 
Property Law. However, as this subdi- 
vision deals with a number of different 
types of investments, in the new law 
three paragraphs are used instead of 
one. The investments covered here are 
principally various mortgage invest- 
ments, bonds of housing companies, de- 
posits in the special interest or thrift 
departments of banks in the state, de- 
posits in savings banks, and shares of 
certain Savings & Loan Associations. 
The only substantive change from ex- 
isting law is to provide that deposits 
in the special interest or thrift depart- 
ments of banks and trust companies in 
the state may be made to the full amount 
insured by the Federal Deposit Insur- 
ance Corporation. The present limita- 
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tion on such deposits is $5,000. The 
reason for the change is to give fiduci- 
aries the privilege of an increased de- 
posit if the amount of the F.D.I.C. in- 
surance is increased. 

The next paragraph dealing with the 
obligations of housing authorities is the 
same in substance as Section 49 of the 
Public Housing Law. It happens that 
a bill to amend Section 49 of the Public 
Housing Law was also passed. Although 
the amendment is of no great signifi- 
cance to trustees, it may be desirable 
at a subsequent session of the Legisla- 
ture to bring the new trustee law into 
conformity with the amended Public 
Housing Law. 

Then comes a paragraph covering 
corporate bonds generally. This para- 
graph represents one of the principal 
compromises from the Committee’s or- 
iginal recommendations. Here it was 
not possible to dispense with the use 
of statistical formulas, and so those 
applicable to savings bank investments 
were retained by cross reference. This 
paragraph permits investment in issues 
authorized by Subdivisions 7, 13, 14 
and 19 of Section 235 of the Banking 
Law. These cover obligations of rail- 
roads, electric and gas companies and 
telephone companies, and also those 
issues made legal for savings banks in 
the discretion of the Banking Board. 
While this paragraph constitutes a re- 
maining link to savings bank invest- 
ments, through the use of the same 
statutory provisions, it will be noted 
that the investments it authorizes are 
not referred to in terms of those per- 
mitted to savings banks. 


New Discretionary Investment 
Authority 


Thus far, the new law has been sub- 
stantially a restatement of existing law, 
incorporating either without change or 
with appropriate amendment, relevant 
portions of the Personal Property Law, 
the Banking Law, and the Public Hous- 
ing Law. The next paragraph, however, 
is entirely new, and has attracted the 
greatest attention. This paragraph (m) 
authorizes investment in corporate se- 
curities not otherwise eligible, including 
common and preferred stocks, under 
certain conditions. The first is that se- 
curities qualified under this paragraph 
must not be purchased in excess of 35% 
of the aggregate market value of the 
trust. This percentage is to be applied 
only at the time of each investment. 
The law specifically states that “no sale 
or other liquidation of any investment 
shall be required solely because of any 
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change in the relative market value of 
investments made eligible by this para- 
graph (m) and those made eligible by 
the preceding paragraphs of this subdi- 
vision.” 

Another condition is that bonds pur- 
chased under the authority of this para- 
graph, other than railroad bonds, whose 
issuance must be approved by the In- 
terstate Commerce Commission, must 
be obligations issued, guaranteed or as- 
sumed by corporations which have se- 
curities currently registered with the 
Securities & Exchange Commission. The 
object of this provision is not that reg- 
istration guarantees quality, but that 


Chapter 464 


it assures the availability of informa- 
tion. A further condition requires com- 
mon and preferred stocks, other than 
bank and insurance company stocks, to 
be “currently fully listed and registered 
upon an exchange registered with the 
Securities & Exchange Commission as a 
national securities exchange.” Again the 
reason for this requirement is to assure 
the availability of information. 


A paragraph is added reciting that 
the new law is not to limit the effect of 
any individual will or other instrument 
which has specifically defined the in- 
vestment powers of a fiduciary, or the 
authority of the courts to instruct a 


A new chapter 
in Bank Stocks history 


N ysuLy l1—when the new New York State Laws 


liberalizing categories of “legal” investments for 


fiduciaries becomes effective—bank stocks will command 


accelerated attention as a new medium for trust 
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The First Boston Corporation, one of the largest 


dealers in bank stocks, can serve your requirements in 


these securities. We maintain continuing markets in 


many issues and make purchases and sales at net prices. 


Our Research Department is available for advisory 


information. 


Many of the New York City bank stocks which can 
be purchased to yield in excess of 444% have had con- 


tinuous dividend records over a long period of years. 
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comparative figures on 17 New York City banks. 
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fiduciary in the interpretation or admin- 
istration of particular instruments. 


Then, the new law goes on to amend 
other portions of the present Section 21 
of the Personal Property Law and also 
the Domestic Relations Law, to make 
clear that it applies to investments by 
guardians and committees as well as 
trustees, executors and administrators. 
The existing Section 111 of the Dece- 
dent Estate Law, which parallels the 
present Section 21 of the Personal 
Property Law, is repealed. Subdivision 
3 of Section 100c of the Banking Law 
is amended to provide that a trust com- 
pany maintaining a legal common trust 
fund may invest it in the same manner 
in which fiduciaries are authorized to 
invest by Section 21 of the Personal 
Property Law. 


Study and Caution Required 


Those who will be operating under 
the new law will want to give careful 
study to the exact provisions of the 
statute itself. Time and patience will 
be required to test it in actual opera- 
tion. It is hardly to be expected that it 
is wholly without imperfection, repre- 
senting as it does a reconcilement and 
compromise of the views of various 
parties and groups both as to substance 
and draftsmanship. However, as time 
goes on it should be possible to make 
whatever amendments experience may 
show to be necessary or advisable. 


In view of the general interest in that 
provision of the statute making possible 
investment in stocks, perhaps a word of 
caution is in order. There has been a 
natural tendency in some quarters to 
give particular attention to the possible 
effect of this authority upon the stock 
market. It may be true that there is a 
new factor to be reckoned with in this 
formal recognition of the investment 
opportunities that exist in the field of 
stocks, coupled with the fact that such 
buying as trustees may do must neces- 
sarily be in issues of a character for 
investment rather than for trading 
purposes. 

3ut any estimate that could be con- 
sidered at all reliable as to the probable 
volume or rate of buying by trustees is 
exceedingly difficult, if not impossible. 
For one thing, there is no complete or 
official figure covering the total volume 
of trust funds in the state.* For another, 
the authority referred to is purely per- 
missive, and whether or to what extent 


(Continued on page 322) 


*See Gilbert T. Stephenson’s study on “Trust 
Business in the United States,” Trust Bulletin, 
April 1948. 
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Fiduciary Duties Respecting 


Social Security Benefits 


EFINITE indications that Con- 
D gress will broaden the coverage 
and increase the benefit payments un- 
der the Social Security Act warrant 
another look at this situation by the 
fiduciary. Procedure respecting Social 
Security benefits by fiduciaries seems 
not to have been at all uniform, either 
as to theory or practice, despite the 
fact that in the majority of states the 
fiduciary may have duties arising from 
the Social Security program. Particu- 
larly is this true for guardians of mi- 
nors, and to a lesser extent for con- 
servators of incompetents’ estates, and 
other capacities. 


The high level of employment in re- 
cent years has resulted in Social Se- 
curity coverage of a large percentage of 
the adult population, and the prevail- 
ing wage scale has increased the po- 
tential individual benefits thereunder. 
Consequently, in the great majority of 
cases, children under eighteen, and 
wives, are potentially eligible for bene- 
fits under the Survivors Insurance pro- 
visions of the Act. The duty of the 
fiduciary to take adequate measures 
for the collection and proper applica- 
tion of these benefits would seem to 
be rather well established in the ma- 
jority of states. As this question has 
apparently not been the subject of liti- 
gation, no decisions are available, and 
the status must be inferred from the 
existing law. In seeking analogies to 
the Social Security benefit payment sit- 
uation, there would appear to be suffi- 
cient material available to inferentially 
support the theory of the fiduciary’s 
liability to file applications for bene- 
fits where possible eligibility is indi- 
cated. 


Recognized authorities indicate that 
the inherent and normal duties of the 
fiduciary require that it use reasonable 
diligence and promptness to ascertain 
claims and to proceed to collect where 
possible. For example, Bogert on Trusts 
and Trustees (Sec. 592) states that if 
the trustee “finds among the assets of 
the trust..... contracts or tort claims 
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he should proceed with reasonable dili- 
gence to collect as much money as pos- 
sible from the obligors. For a failure to 
act toward this end with reasonable 
skill and celerity the trustee will be 
liable. Thus if he delays in collecting 
a chose in action until the statute of 
limitations has run against it, and it 
could have been collected in full by 
the use of reasonable care, he will be 
liable for the full amount of the debt, 
with interest from the date when it 
should have been collected.”* 


These principles have been reflected 
in appellate decisions on matters reason- 
ably analogous to the survivors bene- 
fits question under the Social Security 
Act, so that in the majority of jurisdic- 
tions it would appear to be well settled 
that the fiduciary might have difficulty 
in justifying a failure to endeavor to 
collect Social Security benefits to which 
it might be legally entitled. 


General Rules 


Detailed analysis of the Social Se. 
curity Act, or of regulations promulga- 
ted thereunder, would be too volum- 
inous. It is intended only to indicate, 
in a general manner, some of the impli- 
cations of the Act for the fiduciary. 


The properly qualified widow and 
minor children of a person who was 
“fully insured” or “currently insured” 
at the date of his death, subsequent 
to December 31, 1939, are entitled to 
certain benefits under the Old Age and 
Survivors Insurance provisions of the 
Act. The great majority of presently 
employed persons, as well as many 
formerly employed, are in either of 
these “insured” categories. Dependent, 
unmarried children, under eighteen 
years of age, of such “insured” persons 





*See also, Perry on Trusts and Estates (7th. Ed.; 
Sec. 438), and Remick, Pennsylvania Orphans 
Court Practise, Sec. 232. 


“survivors” 


are usually eligible for 
monthly benefit payments. Also widows, 
over sixty-five, or having in their care 
the eligible child of such “insured” per- 
son, are entitled to monthly payments. 


The child of an “insured” person is 
eligible for monthly benefit payments 
until it reaches eighteen, marries, is 
adopted, or dies. A widow, otherwise 
eligible, payments until she 
marries. Or if she has an eligible child 
in her care, provided she does not re- 
marry, payments continue for herself 
until the child becomes ineligible as 
above stated. The child of a deceased 
person, who was covered by the Act 
for ten years during which his monthly 
average wage was at least $250, would 
be entitled to receive a monthly pay- 
ment of $22. His widow would be en- 
titled to $33. While these payments are 
not substantial, efforts are being made 
to increase them. In any event, accumu- 
lated over the years, they might con- 
stitute an unpleasant surcharge or 
judgment. 


receives 


Procedure for Application 


No payments of Social Security bene- 
fits are made except upon the filing of 
an application in the prescribed form. 
by the claimant or the claimant’s au- 
thorized representative. Monthly pay- 
ments begin with the month in which 
an application for benefits is filed. If 
the application is delayed, back pay- 
ments will be limited to three months. 
This in effect places a very short 
“statute of limitations” upon the fiduci- 
ary, who must therefore make timely 
application if payments are not to be 
irretrievably lost. The customary “red 
tape” complications apply to these app- 
lications, and delays in obtaining in- 
formation, birth certificates, and other 
required proof may render the three- 
months grace period little enough. 


Despite the fact that the guardian has 
filed proper application. and the minor 
ward is determined to be eligible for 
survivor benefit payments, this does 
not necessarily signify that the govern- 
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AVERAGE YOUR YEARS IN 
MONTHLY BASIC COVERED FIRST, mark column 1 at 
WAGE — oe @ your average monthly 
1 3 2 wage. Note that $250 is 
as 50 maximum monthly wage on 
which benefits are paid. 
225 
45 
200 
fae NEXT, mark column 2 
40 @ at the number of 
we years you have been in cov- 
125 35 ered employment. 
100 
” ” THEN rule a line con- 
50 ® necting your two 
45 25 marks. Your basic benefit is 
“a where your ruled line crosses 
35 £20 column 3. 
30 ~ 
25 - **-EXAMPLE-Assume your average 
- monthly wage is $150 with 20 years 
10 coverage. First, mark the average 
15 monthly wage scale at $150. Sec- 
- 5 ond, mark the years of coverage 
scale at 20. Third, draw a straight 
5 line connecting both marks. Your 
0 te) basic benefit is $36. 


Your Monthly 
Benefits Are: 


This Percentage 
of Your Basic 


Benefit 
When you reach 65 _...._._._..___._.100% 
When your wife reaches 
65, she gets 50% 
When both you and your 
wife reach 65 150% 


If your wife survives you, 

at 65 she gets 75% 
If you leave children under 18, 

your widow until youngest 


child is 18, gets 75% 
Each child, until he is 18, gets . 50% 


Your Monthly 
Benefits Are: 


This Percentage 
of Your Basic 


Benefit 

Your dependent parent at 65, if 

you leave no widow or child 

under 18, gets 50% 
If you leave no widow, child under 

18, or parent single lump-sum 

payment is made to person 

entitled to it of 600% 


—Copyright 1949 by J. K. and T. R. Lasser 

The above chart is reproduced from the cover of 

a helpful book by J. K. Lasser, published at $1.00 
by Simon and Schuster, New York. 





ment will pay them to the guardian. 
The Social Security Administration re- 
serves the right to make the payments 
to such persons as it considers to be in 
the best interests of the child. There- 
fore, it may make the payments direct 
to some relation of the child, or to 
some other person, depending upon the 
circumstances of the case. This pay- 
ment policy brings into focus the fa- 
miliar pattern of the divergence of fed- 
eral and state laws, and the uncertain- 
ties of those who must perforce operate 
in the no-man’s land where the laws 
conflict. 

Despite the requirements of state 
laws, it seems quite unreasonable that 
a guardian should be held liable or 
accountable, if it proved that it made 
a proper and timely claim, but the 
government had insisted in making 
payments to some other person. Logic- 


ally the burden should be upon the 
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Social 
this 


Security Administration from 
point, regardless of subsequent 
changes in the status of the child or 
it’s benefits payee. Unfortunately, there 
is no certainty that courts will uniform- 
ly take this view in the future. Nor is 
assurance increased by the rule of 
many states that the guardian is not 
secure from penalties until a “reason- 
able time” after the minor has attained 
his majority. 


Limits of Benefits 


A further complication in the sur- 
vivor benefit payments arises in the 
modern practice of the separation of 
the legal and natural guardians. It 
develops from the provision that pay- 
ment of benefits will not be made in 
any month in which the recipient earns 
over $14.99 in covered employment. 


(Continued on page 325) 
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State Trust Conference Reports 


Illinois 


Over one hundred delegates attended 
the thirteenth annual meeting of the 
Trust Division of the Illinois Bankers 
Association held at Rockford on April 
27. Charles H. Ruedi, vice president 
and trust officer of the Millikin Trust 
Co., Decatur, was elected president, 
succeeding W. W. Hinshaw. Jr., vice 
president of City National Bank and 
Trust Co., Chicago. The new vice presi- 
dent is John B. Happ, vice president 
and trust officer of the First National 
Bank and Trust Co., Evanston, while 
Kirk E. Sutherland, assistant secretary 
of the association, continued as secre- 
tary for the Trust Division. 

In addition to committee reports on 
legislation, (H. W. Kitchell, Continen- 
tal Illinois National Bank and Trust 
Co.), public relations and education 
(John L. Chapman, City National Bank 
and Trust Co.), and the School for 
Trust Development (Chicago attorney 
Harold J. Clarke), there were ihree 
principal discussions. At the morning 
session, Byron E. Bronston, vice presi- 
dent of Continental Illinois National 
Bank and Trust Co., analyzed Illinois’ 
new 1949 estate tax law which is de- 
signed to pick up the 80% Federal 
estate tax credit. The accountant’s role 
in estate planning was described by 
Robert S. MacClure, C.P.A. in the Chi- 
cago firm of Barrow. Wade, Wade, 
Guthrie & Co. 


Following a report from the Farm 
Management Section of the Division in 
the afternoon, the meeting heard a panel 
presentation on the subject of mutual 
investment trust shares as a medium for 
the investment of trust funds. Partici- 
pants were Charles W. Eliason, trust 
officer of the Commercial National 
Bank of Peoria: William H. Dillon, 
Chicago attorney; and T. J. Herbert, 
vice president of American National 
Bank and Trust Co. This discussion will 
be summarized in the next issue. 


The Farm Management Section elect- 
ed Ralph O. Stone of the First Gales- 
burg National Bank and Trust Co. as 
president to succeed J. H. Baird of the 
Millikin National Bank of Decatur. 


A AA 
Indiana 


Forum and panel discussions high- 
lighted the two-day annual Trust Con- 
ference of the Indiana Bankers Associ- 
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ation held in Terre Haute on April 10- 
11, under the auspices of the Trust 
Committee whose chairman is John T. 
Royse, vice president and trust officer 
of the Merchants National Bank of ihe 
host city. On the Monday afternoon 
three 50-minute forum sessions were 
conducted on the following topics by 
the moderators noted: 

Costs, Charges and Accounting Poli- 
cies: John M. Zuber, vice presi- 
dent and trust officer, American 
National Bank, Indianapolis. 

Policy and Pro- 
assist- 


Trust Investments, 
cedure: G. Dana Chandler, 
ant treasurer, Union Trust Co., In- 
dianapolis. 

Tax Problems: J. Albert Smith. vice 
president and trust officer, Fidelity 
Trust Co., Indianapolis. 


The panel discussion on New Busi- 
ness was held on Tuesday morning un- 
der the leadership of Earl G. Schwalm, 
trust officer of the Lincoln National 
Bank and Trust Co.. Fort Wayne. 


Current trust investment problems 
were reviewed in a principal address by 
R. G. Collins, vice president of The 
First National Bank of Chicago. The 
relationship of the banker and the law- 
yer was discussed by Telford B. Orbi- 
son, of New Albany, president of the 
State Bar Association. Practice and 
procedure before the Bureau of Internal 
Revenue was described by Ernest Knox 
of the BIR’s Indianapolis Division. 


An upward revision in the schedule 
of fees for administration of pension 
trusts by banks was urged by Thomas 
A. Moore, vice president and trust off- 
cer of the Marine National Exchange 
Bank of Milwaukee. Mr. Moore out- 
lined a check list of matters to watch 
for in handling employee plans, which 
will be summarized next month. 


A AA 
Kansas 


At the recent annual meeting of the 
Kansas Bankers Association Trust Divi- 
sion in Wichita, reported preliminarily 
last month, F. W. Boone, vice president 
and assistant trust officer of the First 
National Bank of Coffeyville, was elect- 
ed president; Milton F. Barlow, execu- 
tive vice president and trust officer of 
Johnson County National Bank & Trust 
Co., Prairie Village, was chosen vice 
president; and William H. Vernon, 
vice president and trust officer of Hut- 


chinson State Bank, secretary-treasurer, 
Retiring president John R. Tucker, trust 
officer of First National Bank in Wichita, 
was named state vice president of the 
ABA Trust Division. 

Three uniform acts were recommended 
by the Legislative Committee headed by 
Ralph L. Krueger, trust officer of the 
Johnson County National. These, Prin- 
cipal and Income, Nominee, and Stock 
Transfer, were approved by the Divi- 
sion for introduction in the Legislature. 
A fourth statute relating to deposits in 
irust was referred to the KBA Legisla- 
tive Committee. 

Harold T. Fleeson, Wichita attorney, 
emphasized the desirability of enacting 
the Principal and Income Act, especially 
in view of the recently adopted prudent 
man rule which in turn needs further 
clarification, the speaker remarked. 

Foreseeing a catastrophic inflation if 
we get into a hot war, Professor John 
Ise of the University of Kansas urged 
the 78 trustmen and bankers present to 
take an active part in preventing infla- 
tion “because you are handling other 
people’s funds to provide their security. 
Taxes are an evil but inflation is much 
worse.” 

Elmer C. Moore, local agent of the 
New York Life Insurance Co., stressed 
the importance of obtaining complete 
information in estate planning by gain- 
ing the customer’s confidence. He cited 
the advantages of conferring with the 


latter's accountant, lawyer and_ life 
underwriter. 

& a a 

Kentucky 


The third annual conference of the 
Trust Division, Kentucky Bankers Asso- 
ciation, was held at Louisville on April 
26-27. The first afternoon featured talks 
by Gilbert T. Stephenson, Director of 
Trust Research, Graduate School of 
Banking, and Robert S. Davis, vice 
president and trust officer, First Nation- 
al Bank & Trust Co., Lexington, former 
president of the division. 

Mr. Stephenson conducted a_ work 
shop on trust operating problems. 
while Mr. Davis. presiding at the first 
session, indicated that the time had 
come for country banks inadequately 
equipped to handle estate and trusts to 


associate with larger city banks for that | 


purpose. 


John W. Woods, Jr., president of the 
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Third National Bank of Ashland, was 
elevated to the presidency of the Trust 
Division, succeeding W. W. Ball. presi- 
dent of the State Trust Co. of Mays- 
ville. H. Leroy Austin, vice president 
of Security Trust Co. of Lexington, was 
elected vice president, and J. R. Miller, 
secretary of Citizens Fidelity Bank & 
Trust Co. of Louisville, was named sec- 
retary. 

On the following morning, J. Van 
Dyke Norman, vice president of Ken- 
tucky Trust Co., Louisville, commented 
on trust investment policies today. He 
was followed by John L. Street, presi- 
dent, Trigg County Farmers Bank of 
Cadiz, with a talk of the operation of a 
small trust department. Trust legisla- 
tion adopted by the 1950 General As- 
sembly was reviewed by Robert E. Hat- 
tom, general counsel of the KBA. At 
the luncheon, Commissioner of Reve- 
nue H. Clyde Reeves analyzed the tax 
situation in Kentucky. 


A A A 

Ohio 
Approximately 85 delegates attended 
the annual trust conference held by the 
Trust Committee of the Ohio Bankers 
Association at Columbus on April 20. 
Presided over by chairman George F. 
Karch, vice president of The Cleveland 
Trust Co., the program featured the 


following talks, which will be reported 
more fully later: 


Impact of Taxes on Small Business, 
by Warren T. Hackett, vice president 
and trust officer, Huntington National 
Bank, Columbus; Administrative Prob- 
lems under Marital Deduction, by 
Thomas S. Edmonds, Esq., Chicago; 
Recent Federal Tax Developments affect- 
ing Trusts and Estates, by W. E. Ander- 
son, vice president, Central Trust Co., 
Cincinnati; Insurance Trusts and Com- 
Trust Fund, by H. L. Flynn, as- 
sistant vice president, The Cleveland 
Trust Co.; Higher Social Security and 
its Effect on Private Pension Plans, 
by Paul Daugherty, director, Legislative 
Affairs, Ohio Chamber of Commerce. 


A A A 


mon 


Connecticut 


The annual Trust Conference of the 
Connecticut Bankers Association was 
being held in New Haven on May 9, ac- 
cording to an announcement by Leon- 
ard S. Platt, chairman of the Trust 
Division and vice president of the First 
National Bank in Greenwich. 

The annual two-day course in trust 
administration will be given in June. 
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NEWS PARAGRAPHS 


Business Indexes Rise 
In Year’s Ist Quarter 


Nearly all business indexes showed an 
upturn for the first quarter of 1950, ac- 
cording to a recent report to Congress 
by the President’s Council of Economic 
Advisers. Coal strike losses were more 
than made up in March; home building 
set a new record; national income rose 
after falling each quarter of the previ- 
ous year. 

In spite of the increase, Leon Keyser- 
ling, acting chairman of the council said 
the gains are siill not rapid enough to 
prevent a year-to-year rise in jobless- 
ness. Expansion of industry, he said, 
was not sufficient to keep up with the 
steady increase in the labor force. 


Figured at the annual rate, produc- 
tion of all goods and services reached 
an annual rate of $258 billion in the 
first three months of the year, up nearly 
$3 billion over last year, but still some- 
what below the level of a year ago when 
the drop started. Consumer spending 
rose to some 181 billion dollars, a rise 
attributed in large measure to the dis- 
bursement of G.I. insurance refunds. 
Corporate profits were healthy, running 
at the rate of about $30,500 million a 
year, a billion over any quarter of 1949. 
Farm income was down as was invest- 
ment in new plant and equipment, the 


first being off 10%, the second by 11% 
A AA 
Member Bank Trust Earnings 


Reports thus far received from sev- 
eral Federal Reserve Banks reveal a 
mixed trend in trust department earn- 
ings of member banks. Two Districts, 
the Second and Tenth, report in terms 
of average operating ratios. Thus, the 
second shows that, for banks reporting 
trust department earnings. they repre- 
sented 3.2°% of total earnings in 1949, 
as compared with 3.6 for the previous 
year. For New York City banks, ihe 
ratio ranged from 7.9% to 15%, de- 
pending on deposit classification. 

In the Tenth District, there was no 
change in the 2.5% figure. 

In two of the Districts, the First and 
the Fifth, the results are given dollar- 
wise. In the First trust department earn- 
ings accounted for $6,279,000 in the 
Boston banks, slightly under 9% of the 
aggregate, including banks without trust 
departments, and an increase of 3.7% 
for the year as compared with a 3.2% 


increase in overall earnings. The outside 
banks reported $5,687,000 for about 
5% of total earnings, an advance of 
11.6% over 1948 as against a general 
rise of only 8.4%. 

In the Fifth District, the pertinent 
figures show trust earnings up from 
$5,695,000 to $5,975,000, with total 
earnings rising $7 million to $140,990,- 
000, making a ratio of roughly 4.3% 


A A A 


Pension Conference Success 


The National Pension Conference, 
held in Chicago on April 20 under the 
sponsorship of the National Association 
of Life Underwriters was so successful 
that similar conferences are being 
planned for the East and West. Featur- 
ing some of the country’s leading au- 
thorities on industrial relations and em- 
ployee pension and benefit plans, the 
conference was attended by more than 
600 industrial and business executives, 
bankers, attorneys, and educators, as 
well as members of the life insurance 
industry. Henry S. Stout, of John Han- 
cock Mutual Life Insurance Co., Dayton, 
is chairman of the Association’s newly 
appointed Committee on Industry De- 
velopment and Information, under 
whose direction the Pension Conference 
will be held. President Judd C. Benson 
of Cincinnati presided. 


At the morning session D. N. War. 
ters, executive vice president, Bankers 
Life Insurance Co., Des Moines, dis- 
cussed, “Methods of Funding a Pension 
Plan,” and J. Irl Beatty, vice president, 
Pillsbury Mills, Inc., Minneapolis, spoke 
on, “Industry’s Pension Yardsticks.” 
Dr. Ernest H. Hahne, president of Mi- 
ami University, Oxford, Ohio, was the 
luncheon speaker on the topic: “Eco- 
nomic Aspects of Pension Plans.” 


The afternoon program included 
Stefan Hansen, group actuary, Great 
West Life Assurance Co., Winnipeg, 
Canada, who analyzed the “Risks In- 
volved in Pension Plans,” and Dwight 
J. Thomson, vice president and director 
of industrial and public relations, Cham- 
pion Paper and Fibre Co., Hamilton, 
Ohio, who spoke on “Why Our Com- 
pany Chose an Insured Benefit Plan.” 


The proceedings are being published 
in binders form and may be obtained 
from the N.A.L.U. headquarters in New 
York for one dollar. Address 11 W. 
42nd Street. 
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New York Gets First State 


arital Deduction Act 


DANIEL J. REIDY 


General Counsel, The Guardian Life Insurance Company of America; 
Chairman, Committee on State and Federal Taxation, Section of Real Property, 


HROUGH its new marital deduc- 

tions, effective October 1. 1950. 
New York again brings its estate tax 
laws in conformity, insofar as practical, 
with those of the Federal Government. 
Had it not done so, an inequitable situ- 
ation, born of the Federal Revenue Act 
of 1948, might well have resulted in 
some of its residents moving to other 
states. 


If a New York resident attempted to 
dispose of an estate in such manner as 
to secure the full benefit of the Federal 
marital deduction, the entire estate 
would be taxable under the New York 
law. The portion passing under the 
marital deduction, having been taxed 
originally by New York upon the death 
of the testator, would be taxed a second 
time upon the death of the surviving 
spouse. The end result was to increase 
the New York estate tax and thus lessen 
the saving to the estate envisioned un- 
der the Federal Act. In large estates 
that saving could even be wiped out. 


The tax laws of states such as Ala- 
bama, Arkansas, Florida, Kentucky and 
New Hampshire permit large estates to 
secure the full advantages granted under 
the Federal law, because they are limit- 
ed to the 80% credit allowed under ihe 
basic Federal Estate Tax Act of 1926. 
while Nevada has no inheritance tax 
at all. Why then should not wealthy 
New York residents seriously consider 
changing their abode in order to secure 
such benefits? 


A vivid example of the inequitable 
situation which could occur under the 
present New York law as contrasted 
with the present Florida law was pre- 
sented in the joint recommendation of 
the various New York associations in 
support of a New York estate tax mari- 
tal deduction. The essence of simplicity. 
it is worth repeating: 

“Taking a $15,000,000 estate as illustra- 
tive, it appears that, if the husband and 
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Probate and Trust Law, American Bar Association 


wife were domiciled in Florida and took 
full advantage of the Federal marital de- 
duction, the total Florida estate taxes 
payable on both estates would amount to 
$1,311,600, for every penny of which their 
estates would receive credits against their 
Federal estate tax liability. On the other 
hand, if the husband and wife remained 
domiciled in New York, the total New 
York estate taxes payable on their estates 
would amount to $3,003,000 or $1,691,400 
more than the combined taxes payable in 
Florida, for no part of which excess would 
the estates receive credits against their 
Federal tax liability. . . . If it be said that 
$1,691,400 is only about 11% of a $15,- 
000,000 estate, we will point out that it 
is about one-third of the net estate after 
taxes, so that it is apparent that the ex- 
cess New York levy is a matter of con- 
siderable moment.” 


Provisions Not Retroactive 


In substance, the amendments to the 
New York law allow a marital deduction 
not exceeding fifty per cent of the 
adjusted gross estate which passes, out- 
right or for life with absolute power 
of disposition during life or upon death, 
from a New York resident to the sur- 
viving spouse. The original New York 
proposal would have allowed the estate 
of a surviving spouse dying before 
October 1, 1950, the effective date of 
the law, to secure a deduction for that 
portion of such estate which had been 
acquired under the Federal marital de- 
duction provisions and had therefore 
already been subjected to the New York 
estate tax. The Brook bill (Ch. 585). 
which was signed by the Governor on 
April 11, does not contain such provis- 
ion. Except for this inequitable effect. 
the amendment is practical. sound and 
good business. 


The New York law amends Section 
249 gq, (a) and (c); paragraph 2 of 
Section 249 s, and adds a new para- 
graph 4 to Section 249 s of the Tax 
Law. The amendment to Section 249 q, 
(a) simply balances the personal ex- 


emption of $20,000 heretofore granted 
the surviving spouse. It reduces it by 
of the marital deduction 
granted under the new law. In a like 
manner, paragraph (c) balances off 
the $100,000 insurance exemption here- 
tofore granted by the amount of the 
marital deduction chargeable to the in- 


the amount 


surance payable to the spouse. These 
common sense amendments, which pre- 
serve the equities of the old and new 
exclusive to New York as 
Federal provisions 
which do not grant such specific ex- 
emptions to the surviving spouse. 


laws, are 
contrasted to the 


Previously Taxed Property 


Under the present New York law, in 
determining for the purpose of the tax 
the value of the net estate, a deduction is 
allowed under certain conditions in re- 
spect to any identifiable property which 
formed a part of the gross estate within 
the United States, of any person who 
died within five years prior to the death 
of the decedent or which was transferred 
to the decedent by gift within five years 
prior to death. 

When the amendment becomes effec- 
tive, it will eliminate certain of such de- 
ductions, such as property received from 
a prior decedent who died after October 
1. 1950, and who at death was the de- 
cedent’s spouse. 

The Federal Code, I.R.C. 812(c) has 
a similar provision affecting property 
so received from a prior deceased spouse 
who died after December 31, 1947. The 
comparable sections of the amended 
New York and Federal laws also pro- 
vide that the deduction is not allowed 
for property received by gift after 
April 2, 1948, from a donor who at the 
time of the gift was the decedent’s 
spouse, nor is the deduction allowed on 
property acquired in exchange for 


property described in the above two 
instances. 
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Comparison of Laws 


The main change in the old New York 
law is the addition of paragraph 4 to 
Section 249 s. It follows practically 
word for word the language of Section 
812 (e) (1) of the Internal Revenue 
Code. Paragraph (1) (A) of the latter 
is identical with paragraph 4(a), allow- 
ing a deduction for: 

“In general. An amount equal to the 
value of any interest in property which 
passes or has passed from the decedent 
to his surviving spouse, but only to the 
extent that such interest is included in 
determining the value of the gross estate.” 
The following subdivisions of para- 

graph (1) of the Federal law are sub- 
stantially copied in the New York law: 

(B) Life estate or other terminable in- 
terest 

(C) Interest in unidentified assets 


(D) Interest of spouse 
survival for limited period 

(E) Valuation of interest 
surviving spouse 

(F) Trust with power 
in surviving spouse 

(G) Life insurance or annuity pay- 
ments with power of appointment in sur- 
viving spouse 


conditional on 


passing to 


of appointment 


(H) Limitation on aggregate of de- 
ductions 
Paragraph (2)(A) of the Code. 


Computation of adjusted gross estate, 
is also followed in substance by the 
local law, but (B) and (C), involving 
community property and _ conversion 
into separate property, are omitted in 
the New York law because it is not a 
community property state. 

(3) Definition of passing of interest 
in property, and (4) Disclaimers (A) 
by surviving spouse; (B) Disclaimers 
by any other person, are likewise sub- 
stantially repeated in the new statute. 


Typical Computations 


A summary of computations showing 
the disposition of a New York resident 
hushand’s estate, (1) before the Federal 
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SUMMARY OF ANNEXED COMPUTATIONS 


(1) —-Husband before there was any marital deduction bequeathed 
all property in trust to widow for life, remainder to children. 


(2) — Husband 


leaves widow one-half of testamentary net estate in 


trust qualifying for marital deduction, balance in trust to widow 
for life, remainder to children — No New York Maritat Depuc- 


TION, 


(3) —-Husband leaves widow 


one-half of testamentary net estate in 


trust qualifying for marital deduction, balance in trust to widow 


for life, remainder to children - 


in New YorkK. 


Husband’s 
Estate After 
Claims 


spouses 


(1) 


656,650 
1,655,150 
2,386,450 
3,075,050 
3,588,750 
4,498,050 
5,400,550 


1,000,000 
3,000,000 
5,000,000 
7,500,000 
10,000,000 
15,000,000 
20,000.000 


Note: 


Balance remaining after death of both 
under above assumptions 


MaritaAL DEDUCTION ALLOWED 


Increase in balance 
remaining after 
death of both 
spouses if N. Y. al- 
lows marital deduc- 
tion; excess of (3) 


(3) over (2) 
26,500 
136,500 
293,500 
523,750 
785,000 
1,365,750 
1,893,500 


680,150 
1,738,950 
2,575,250 
3,392,550 
3,985,150 
4,787,300 
5,283,250 


706,650 
1,875,450 
2,868,750 
3,916,300 
4,770,650 
6,153,050 
7,176,750 


In computing the New York taxes a $25,000 exemption has 


been allowed the husband’s estate and none has been allowed the wife’s 


estate. 


These computations do not reflect the increase in income to 
the surviving spouse resulting from the larger capital fund remaining 
after the husband’s death where the marital deduction is allowed. In 


many 


cases the surviving spouse will save some of this excess with a 


consequent enhancement of her taxable estate. 


marital deduction (2) with Federal but 
without New York marital deduction 
(3) with both deductions, which was 
prepared in support of the recommenda- 
tions to the Legislature, graphically illu- 
strates the different situations: 


The solution of this problem in New 
York is due to the coordinated efforts 
and recommendations of the Commit- 
tees on Taxation of The Association of 
the Bar of the City of New York. The 
New York State Bar Association. The 
New York County Lawyers Association, 
The New York State Bankers Associa- 
tion and a special committee of The 
New York State Life Underwriters As- 
sociation. Working with an intelligent 





Legislature and a sympathetic executive, 
the State of New York continues its 
record of sound legislation in estate 
matters. 


It is the first state, so far as is known, 
to solve the problem almost in its en- 
tirety.* It is to be hoped that other 
states will adopt a similar type of legis- 
lation.+ They, perhaps, will go further 
than New York by curing the one in- 
equity that hits the estates of those per- 
sons who die between the effective dates 
of the Federal and the State law. 


*Oklahoma attempted to do so in 1949 but Senate 
Bill No. 43 was not passed. 

+At press time it is learned that California 
enacted a marital exemption statute for separate 
property on April 26. 
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Facts Clarify Workings of 


American Industria 


HERE are 4,000,000 individual 

business units in this country and 
they are all pari and parcel of one 
great industrial machine. Some of them 
are big and some little. Some parts run 
at high speed, others run slower; but 
all of them are intricately fitted to- 
gether, and each with a particular job 
to do. 


But theorist-economists would 
cut it up into half-a-dozen pieces be- 
cause it is so big. Statisticians would 
sort out all the parts according to size. 
Some would pass a law decreeing ihat 
all the parts must be the same size, or 
that all must run at exactly the same 
speed. And in the end, there would be 
no machine at all. All the parts—the 
big parts and the little parts—would be 
junk. and I just want to know who is 
going to put that Humpty-Dumpty to- 
gether again. 


our 


Never, probably, has the complete in- 
ter-dependence of so-called “big” and 
“little” business been as clearly demon- 
strated as it was during the recent war 
when this great industrial machine shat- 
tered all records, and when every part 
and gear and piston in it was running 
at break-neck speed. 


That was the first time some theories 
were put to the test to try to drive the 
wedge of class distinction into the ma- 
chinery. Congress set up a_ special 
agency whose job it was to funnel war 
contracts into the hands of “small busi- 
ness.” On many items, the Army and 
Navy agreed to pay small businessmen 
as much as 15 per cent more than they 
paid “big business” for the same work. 
And some even proposed to consolidate 
the efforts of all the small machine shops 
in an entire region in the hope of crea- 
ting an industrial establishment big 
enough to handle large prime contracts. 


So what happened? 


When the shooting was over, we 
found that 75 per cent of the prime 
contracts had gone—of necessity—to 


Excerpts from an address before The Baltimore 
Association of Commerce, April 21, 1950. 
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BENJAMIN F. FAIRLESS 


President, United States Steel Corporation 


Many commentators urge the trust of- 
ficer and banker to stand up and be 
counted in favor of the American system 
of free enterprise. Only occasionally are 
some of the basic facts that controvert the 
opponents of that system and the indi- 


vidual elements of it, set forth and logi- 
cally demolished. We publish Mr. Fair- 
less’ remarks here because they show the 
fallacies inherent in some of the irrational 
attacks on fundamental and sound prac- 
tices that have created our successful 
economy.—Editor’s note. 





the 100 largest manufacturing com- 
panies in the land. 


The theorists were unhappy about it. 
of course. They jumped to the conclu- 
sion that the big had gotten richer and 
the small had gotten poorer. 


But over in the Department of Com- 
merce and in the Federal Reserve 
Board, research experts went to work 
with their calculating machines and 
came up with some amazing facts. 


Small Business Gained Most 


It was true, they found, that “big 
business” had been handed the lion’s 
share of the war contracts; but it was 
small business that ended up by scoring 
the greatest increase in sales, in profits, 
and in assets. Small business had gained 
in size and it had gained in wealth at 
a vastly greater rate than the so-called 
industrial giants. 

The explanation was very simple. Big 
business had merely succeeded in load- 
ing up small business with contracts— 
just as it always does, in peace or in 
war. 


It did the biggest jobs on its big 
machines in its own big plants: but it 
sub-contracted the other jobs that could 
be done on smaller machines in smaller 
plants. It took a big company to de- 
liver a finished B-29, but it took hun- 
dreds of companies of every conceivable 
size to make it—to make all the parts 
and materials that went into it. Which 
of these companies did the most import- 
ant part of the job? . . . The big ones? 
... The little ones? 


So let us beware of the dangerous 
and deceptive signpost that would send 
big and little business down two separ- 
ate and divergent roads. It is just as 
the of the fatal 
frauds: “monopoly.” 


dishonest as second 

Now “monopoly” is a highly-unsav- 
ory word. Properly employed, it is a 
useful noun meaning the exact opposite 
of competition. But what is this “mon- 
opoly power” that big business is sup- 
posed to possess? What power does 
United States Steel have, for example. 
to prevent some intrepid small business- 
man from setting up shop in the steel 
business? How could we go about it? 
What could we do? 


Couldn't Stop Competition 


Frankly I haven't the slightest idea 
how I can keep any would-be competitor 
out of the field. | know of no way to 
keep him from getting the raw materials 
he will need or from buying the fur- 
naces, mills and plants he must have. 
And if he can beat us out on quality, 
price, or service, | know of no power 
whatever that can keep him from tak- 
ing our customers away from us. 

It isn’t “monopoly power” that keeps 
any making 
steel today. It is simply a matter of 


small businessman from 


money. 


A blast furnace will cost him about 
$12,000,000, and when he gets his coke 
ovens, open hearths, his mills, his power 
fuel lines and all his auxiliary 
equipment, he might start turning out 
hot-rolled bars for an investment of 
$50 millions or so. If he wants to make 
light plates and cold-reduced sheets, 
his plant will cost him something over 
$200 millions at today’s prices. 


and 


And if any businessman has that 
kind of money, there is nothing “small” 
about him—not in my book. 

Thirty-three years ago, it is true, there 
were nearly twice as many establish- 
ments making steel as there are now, 
but their product was so crude by com- 
parison with today’s steels, that the 
opportunities for fabricating it were 
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limited. Today fewer companies make 
the steel, but 12,000 more establish- 
ments are able to fabricate it. For every 
steel-making company that has disap- 
peared, sixty new metal - fabricating 
plants have been successfully estab- 
lished. And for every wage earner who 
had a job in the industry thirty-three 
years ago, three are employed today. 
Is that bad? Is that “monopoly?” 
Well, let's look at another word- 
“giantism.’ Nobody loves a giant, and 
why should they? A giant corporation 
must be evil. But what are the facts? 
How many big companies are there? 


7,500 Big Ones 


According to the Government’s latest 
count there are nearly 7,500 of them 
in America today. A century ago there 
were none. But for every single com- 
pany that has grown big in this country 
during the past hundred years, 440 
healthy new enterprises have been born. 
And that didn’t just happen. Had it not 
been for the fact that there are giants, 
most of these small establishments could 
never have existed at all, and could not. 
today survive. 

The size of any company depends, 
in the first instance, upon the product 


which it intends to manufacture—upon 


the amount of money it is going to take 
to buy the plants, machines and tools 
that will be necessary to produce that 
product efficiently and competitively. 

Finally, there is “concentration.” This 
idea is based on the fallacy that there is 
something evil and dangerous about the 
fact that four, or eight, or sixteen, or 
fifty companies, do forty or sixty or 
eighty per cent of the business in their 
particular industry. 

Well, of course they do—and they 
always will as long as free and honest 
competition exists in our American 
economy. In industry or in the field of 
the result of 
competition. If the top teams in any 
baseball league don’t win the highest 
percentage of the games, how are they 
going to stay on top? And when the 
top companies in any industry win the 
highest percentage of the customers, 
they naturally are going to have the 
highest percentage of the business. 


sports, concentration is 


The United States Census Bureau has 
recently completed its latest count of 
more than 400 American industries, and 
has reported on the degree of so-called 
“concentration” in each. These are en- 
tire industries—not individual compan- 


1es, 


Now how many of these industries 


do you think are more highly “concen- 
trated” than the steel industry? 


The Census Bureau’s report on “steel 
works and rolling mills” shows that this 
industry is not anywhere near the top. 
It is in the great middle, along with 
the great body of all American indus- 
tries. It stands 174th on the list. So 
there are 173 entire industries which 
are more highly concentrated than steel. 


What are some of these industries 
where the “concentration of power” in 
the hands of the “big four” is so great 
as to menace our national welfare and 
to arrest the pursuit of happiness? 
You'd never guess. 

There is the pretzel industry for one. 
And there are the candle-makers too. 
Then there are straw hats, and street- 
cars, breakfast foods and chewing to- 
bacco, wallpaper and cigar boxes, lead 
pencils and pianos. Then we have wo- 
men’s neckwear and boys’ underwear. 
And, oh yes—window shades. 


Now if every one of these—plus 159 
other industries—is more highly “con- 
centrated” than steel, and if “concentra- 
tion” is really as wicked as our theor- 
ists tell us it is, I can’t for the life 
of me understand why all these high- 
priced Congressional Committees are 
wasting their time on me. 
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Union Sponsored Pensions — 


Qualification and Tax Problems under 
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HILE tax problems which stem 

from union sponsored pension 
plans are of interest primarily to em- 
ployers and unions, trustees are taking 
more than a superficial interest in them. 
Indeed, they are frequently looked upon 
as a clearing house for much essential 
information on the subject. It is hoped 
that this article will throw some light 
on many of the vexing questions of the 
moment. 


Will an employer who contributes 
to a pension plan which is established 
pursuant to collective bargaining get 
deductions therefor in computing net 
income? It is widely believed that be- 
cause such contributions are a requisite 
for staying in business, the employer 
is entitled to those deductions under the 
general provisions of Section 23(a) of 
the Internal Revenue Code, and, there- 
fore, the plan need not be qualified 
under Section 165(a). There is little 
comfort for those holding this view in 
the case of the Times Publishing Co., 13 
T.C. No. 46. 


The fund there involved was estab- 
lished in 1943 by the employees enter- 
ing into an agreement with one another. 
The employer contributed to the fund 
in 1944 and 1945 and claimed the con- 
tributions as deductions from its gross 
income. It was held that the contribu- 
tions were not deductible. The trust was 
not exempt under Section 165 (a) be- 
cause it was not inaugurated by the 
employer but was set up by its employ- 
ees; the contributions were therefore 
not deductible under Section 23(p) (1) 
(A). The contributions were not de- 
ductible under Section 23(p)(1)(D) 
because the employees’ rights thereto 
were forfeitable at the time they were 
made. Furthermore, the court held, em- 
ployers’ contributions to an employees’ 
pension fund, or for any other plan 
deferring the receipt of compensation, 
are not deductible if the payments can- 
not be brought within Section 23(p) of 
the Code. 
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If the employer desires deductions for 
contributions to the plan, he is con- 
fronted with the choice of qualifying 
the plan under Section 165(a) or mak- 
ing contributions to a non-qualified 
plan in the year in which the employees’ 
rights thereto vest. He may prefer the 
latter course. Such an approach might 
appear to fit in very well under the typi- 
cal agreement reached in the steel in- 
dustry. The employer undertakes to fund 
at least the full cost of the pensions for 
those who retire during the life of the 
contract. If such a plan does not qualify 
under Section 165(a), the employer 
might fund the full cost on the date of 
retirement and look to Section 23(p)- 
(1)(D) for deductions. 


Take the case of the employee who 
has reached retirement age and is en 
titled to a benefit of $100 a month less 
his social security benefit of $20. Upon 
his retirement, the employer pays into 








First pension checks are being mailed by 
Miss Eileen Turley of the Trust Remittance 
Department of Chase National Bank, New 
York, to the initial group of Ford Motor 
Company employees who retired under the 
new Ford pension plan. Chase National. 
trustee for the fund set up under terms of 
the company’s 1949 pension agreement with 
the UAW-CIO, will mail thousands of 
monthly pension checks when the retirement 
plan gets into full swing. Recipients of the 
April 1 check mailing are largely from the 
Detroit area. 





the trust the amount computed to be 
sufficient to pay the $80 a month bene- 
fit for the remaining life of the pension- 
er. The pensioner is entitled to a 
non-forfeitable benefit of $100 a month 
from the combined sources of pension 
trust and social security. However, can 
the benefit payable from the trust be 
said to be non-forfeitable, as required 
by Section 23(p)(1)(D), when an in- 
crease in the social security benefit can 
reduce it or even wipe it out? It is thus 
doubtful whether the employer can get 
his deductions under that paragraph. 


If the benefits were, in fact, non-for- 
feitable and the costs thus deductible 
under 23(p)(1)(D),_ this proposal 
would probably be rejected by the union 
because it would result in taxing the 
employee in a single year for the full 
value of the contributions. The taxable 
income of an employee retiring on $80 
a month after earning $1,000 in wages 
during the year might amount to some- 
thing like $12,000 for that year. The 
cautious employer will thus make every 
effort to qualify the plan under Section 
165(a). 


Union Sponsored Plans 


A further study of the Times Publish- 
ing Co., case may lead to the conclusion 
that a plan established at the union’s 
insistence cannot qualify under Section 
165(a) for the very. reason the plan 
there involved failed of qualification, 
viz. the plan was one established by 
the employees, whereas Section 165(a) 
refers to a trust forming part of a stock 
bonus, pension or profit-sharing plan of 
an employer. Plans established as the 
result of collective bargaining can be 
distinguished from that involved in the 
Times Publishing Co. case. 


That plan, having been established 
by the employees and never adopted by 
the employer, who made voluntary con- 
tributions thereto, could not be said 
to be a plan of the employer. On the 
other hand, a union sponsored pension 
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plan becomes the employer’s plan when 


‘he adopts it, just as a pension plan of 


a parent becomes the subsidiary’s when 
adopted by the latter. 

Qualifying a plan, established pursu- 
ant to collective bargaining, under Sec- 
tion 165(a) is no more onerous than 
qualifying any other plan except that 
different problems may be _ involved. 
Since any changes in such plans, neces- 
sary to satisfy Bureau requirements for 
a favorable ruling, may involve agree- 
ment by many persons of divergent 
viewpoints, it is particularly important 
to consider the attitude the Bureau is 
likely to take. 

Section 29.165-1 of Regulations 11] 
provides that a plan, as used in Section 
165, implies a permanent program. The 
typical industrial plan, established unil- 
aterally by the employer, provides that 
it is the intention of the employer to 
continue the plan and make contribu- 
tions regularly each year but that he 
may terminate the plan or reduce con- 
The Regulations provide 
that such a provision will not prevent a 


tributions, 
plan from qualifying. On the other 
hand, collective bargaining agreements. 
and plans established as a result of 
such agreements, frequently call for 
contributions during a limited period 
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only, and it would therefore appear that 
such a plan cannot meet the permanency 
test of the regulations. However, if we 
are to say that a provision in a collec- 
tive bargaining agreement limiting such 
agreement to five years implies a tem- 
porary program, then we may have to 
conclude that employees covered by 
such an agreement must perforce be 
temporary employees. 


The Commissioner of Internal Reve- 
nue apparently has taken a more realis- 
tic attitude. On the basis of a number of 
rulings issued by him, his position may 
be stated as follows: Where contracts 
covering wages and conditions of em- 
ployment between an employer and a 
bargaining unit of his employees are 
customarily for a limited period only, 
a contract between the employer and 
that unit providing for contributions 
during a limited period only, will not 
indicate a temporary rather than a 
permanent program. It must be pre- 
sumed that this will not be the Com- 
missioner’s position where either the 
prohibited by Section 
165(a) or tax avoidance is likely to 


discrimination 


result in the event that the plan is not 
continued beyond the limited period 
stated in the agreement. 


Plans of the type discussed here 
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generally present no problem with re- 
spect to satisfying the coverage re- 
quirements of section 165(a)(3) nor 
the integration requirements explained 
in Mimeograph 5539. However, in some 
cases, concomitant to establishing such 
plans the employer also establishes an- 
other plan, or amends an existing plan, 
which provides coverage for non-union 
members or persons not subject to col- 
lective bargaining. While these other 
plans are not of the type discussed in 
this article, inasmuch as they arise as a 
result of instituting a union negotiated 
plan, attention should be directed to 
the likelihood that they will present 
problems in satisfying the coverage as 
well as the integration requirements. 


In considering the qualification of 
unilaterally established pension plans it 
has been the general practice of the 
Bureau to withhold a favorable ruling 
if an employee who has reached normal 
retirement age and has fulfilled the 
other requirements for retirement can- 
not receive the retirement benefits with- 
out the consent of the employer. Con- 
sistency would require a similar policy 
in the case of industry-wide plans, so 
that to be assured of qualification the 
plan should provide that the benefit vest 
at normal retirement age. 








Separation of Pension and 


Welfare Funds 


The Labor Management Relations 
Act, 1947, referring to trust funds es- 
tablished by employee representatives, 
requires that the payments which are 
intended to be used to provide pensions 
or annuities be made to a trust separate 
from that intended for any other pur- 
pose. Moreover, the Bureau of Internal 
Revenue is likely to insist that in any 
case the funds for pensions or annui- 
ties be kept separate from funds for 
health and welfare benefits, because of 
the different tax status of contributions 
for these purposes. An employer contri- 
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buting to a health or welfare fund looks 
to Section 23(a) for deductions and 
the only limitation on such deductions 
for any year is that they be reasonable. 
As for contributions to a pension trust, 
however, there are the further limita- 
tions of Section 23(p)(1)(a) which 
become meaningless if a clear separa- 
tion is not made between contributions 
to the two different trusts. 


If these 2 funds were not separated, 
the 23(p) limitation on deductions to 
the pension plan could be exceeded 
in any year by contributing to the wel- 
fare fund a larger amount than the 
employer would, but still 
within the 23(a) limit, and later trans- 
ferring part to the pension fund. Simi- 
larly, the 23(a) limit on welfare con- 
tributions could be exceeded in any year 
by making larger contributions to the 
pension fund and later transferring part 
to the welfare fund. Then again, benefit 
payments from the welfare trust are 
taxable to the recipient under the Sec- 
tion 22(a) while benefit payments from 
the pension trust are taxable to the 
recipient under Section 165(b). Since 
the tax treatment of the benefits differs 
depending upon their source, the Bureau 
insists upon a clear separation of these 
trusts. 


otherwise 


Use of Terminal Funding 


By being the first to settle with the 
United Steelworkers of America (CIO), 
Bethlehem Steel Corporation’s plan has 
become the pattern for the industry. Its 
traditional method of funding. terminal 
funding or slight modifications thereof, 
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was written into many of the agree- 
ments with that union as the minimum 
funding requirement. Under the termi- 
nal funding method no contributions 
are made during the employees’ active 
service; the currently accruing cost is 
disregarded. When the employee retires, 
the employer contributes to the trust 
an amount sufficient to make pension 
payments which will thereafter fall due. 
The effect of this method of funding on 
the finances of the individual company, 
on its employees and on the national 
economy is so harmful that, were they 
this funding 
would probably not have been used.* 


comprehended, method 
Nevertheless, its presence in many con- 
tracts as a minimum funding require. 
ment makes it desirable to discuss 
some tax problems in connection with 


it. 


By P.S. No. 57 the Bureau of Internal 
Revenue expects the employer's annual 
contributions to a pension plan to be 
sufficient to keep the unfunded past ser- 
vice cost from exceeding the unfunded 
past service cost at the date of estab- 
lishment. If the employer’s contributions 
in each year will equal the cost of 
the benefits accruing during the year 
and the interest on the unfunded past 
date of 
ment, this minimum funding require- 


service cost at the establish- 


*It will be observed that where employees may 
select the year in which they retire, the tendency 
is to postpone retirement during high productive 
years and to retire as soon as eligible during low 
productive years. Union influence will no doubt 
emphasize this tendency. Thus, this method of 
funding may be compared to the purchase of ygoods 
on the instalment basis during good times and for 
cash during depressed periods. 
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ment will be met. If a terminal fund- 
ing method is used, it is possible that 
in the first year and immediately there- 
after the minimum funding requirement 
will be met, but subsequently the fund- 
ing will probably be inadequate, in 
which case P.S. 57 requires the em- 
plover to notify the Commissioner who 
will look upon it as a partial termina- 
tion of the plan. 

Assuming that the minimum contribu- 
tion requirements are met, it cannot be 
said at the present time that the full 
contributions under the terminal fund- 
ing method are necessarily deductible in 
the The Bureau has not 
made any pronouncement on the sub- 


year made. 
ject and it appears that the employer 
will have to justify his deductions under 
one of the limitations of Section 23(p). 

lf the deductions are claimed under 
clause (i) of section 23(p) (1) (A), the 
limitation will depend upon the com- 
pensation of covered employees. If the 
plan is contained in a bargaining agree- 
ment limited to a period of five years 
can it be said that employees who will 
reach retirement age within those five 
years are covered? If the deductions are 
the 
tion will depend upon the past service 
liability at establishment. Is there. in 
the same plan, a liability for employees 
who will not reach retirement age dur- 
ing those five years? These questions, 


claimed under clause (iii) limita- 


and the many others that arise on this 
issue. cannot be answered categorically. 
the 
individual case will have to be consid- 


All the facts and circumstances in 


ered. 


Qualifying Industry-Wide Plans 


At the behest of the union a provision 
is frequently included in the industry- 
wide type of plan that all persons in the 
industry, or all members of the union, 
participate in the plan whether or not 
their employers contribute to the trust. 
By including persons who are not em- 
ployees of contributing employers the 
plan is likely to be disqualified because 
of the provision of Section 165(a) 
which refers to a trust forming part of 
a pension plan of an employer for the 
exclusive benefit of his employees or 
their beneficiaries. It may also run into 
trouble under Section 23(p) which re- 
fers to an employees’ trust and to de- 
ferred compensation. 


Under the industry-wide type of plan 
established through collective bargain- 
ing, each employers contribution is 
generally a specific amount or percent- 
age, such as five cents per man-hour, 
five cents per unit manufactured, or 
three per cent of payroll. If the benefits 
are not of the money purchase variety, 
and they generally are not, the contribu- 
tion which each employer makes is not 
related to the value of the benefits his 
own employees receive. Thus employer 
A may be making twice the contribu- 
tions of employer B and the sum of the 
values of the benefits payable to A’s 
employees might be less than the sum 
of the values of the benefits payable to 
B’s employees. Can such a plan qualify 
165(a) ? 

A common pension trust which is 
established by several employers may be 


under Section 
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tax exempt under Section 165(a) and 
contributions made thereto deductible 
under Section 23(p) regardless of the 
degree of affiliation between employers. 
However, under Section 29.165-1(b) of 
Reg. 111 and P.S. No. 14, all the re- 
quirements of Section 165(a) must be 
satisfied as to each employer and his em- 
ployees and the deduction provisions of 
Section 23(p)(1)(A) are applicable to 
each employer separately. 

The Bureau states in P.S. No. 51-Part 
A, that, where feasible, computations 
should be made to show the cost attribu- 
table to each taxpayer. If separate com- 
putations are not feasible, the allocation 
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of costs on the basis of compensation or 
on the basis of some other method more 
reasonable under the circumstances will 
be acceptable. In any event the method 
used must be consistently applied. 


The problems of allocation, as applied 
to industry-wide pension plans, are not 
specifically dealt with in that release. 
The prime concern of the Bureau there 
was to avoid manipulations and arrange- 
ments between taxpayers to their mutual 
advantage taxwise. Since employers 
participating in these plans did not all 
enter the industry at the same time, the 
age distribution of their employees is 
likely to vary considerably and there- 
fore the relative value of their benefits 
is not indicated by the relative number 
of man-hours worked or by the relative 
total compensation. Moreover with vary- 
ing degrees of mechanization and effici- 
ency, contributions based on production 
may not bear any relationship to the 
number of employees. Thus it is highly 
unlikely that each employer pays for 
the benefits of his own employees. 


Retirement a Reality 


It is true that Sections 165(a) and 
23(p) were not written with the pres- 
ent development of industry-wide pen- 


sion plans in mind. On the other hand, 
Sections 165(a) and 23(p) owe their 
origin and continued existence to the 
Congressional desire to encourage the 
establishment of pension plans. The pur- 
pose of the 1942 suggestions of the 
Treasury Department, which were 
adopted by the Congress after modifica- 
tion, was to make the statute “more 
effective in promoting the welfare of 
employees through such trusts and at 
the same time prevent utilization of such 
trusts for tax-avoidance purposes.” 


In the typical industry-wide pension 
plan the contributions of employers are 
not open to manipulation or to arrange- 
ments for the tax advantage of the par- 
ticipating employers. These agreements 
are generally entered into at arm’s 
length, and certainly the broad purposes 
of Section 165(a) and 23(p) are met 
by encouraging plans which promote the 
security and welfare of such employees 
for whom individual employer’s trusts 
are impractical and for whom a retire- 
become a _ reality 
through an industry-wide pension plan. 


ment income can 


tHearings before the Committee on Ways & 
Means, House of Representatives, 77th Congress, 
2nd Session on Revenue Revision of 1942, Vol. 3, 
p. 2405 et seq. 


Leading Actuary Joins 
Pension Firm 


Wickenden. 
Morss and Associ- 
ates, Inc., indepen- 
dent pension con- 
sultants, have an- 
nounced the ap- 
pointment of Hil- 
ary Latham Seal. 
te, Ch 
F. F. A., as Actu- 
ary. Dr. Seal, a graduate of London 
University, became a Fellow of the 
Faculty of Actuaries, at the early age 
of 22. Since 1948 he has been Actuary 
of the National Life 
pany of Canada, in Toronto. 

Dr. Seal has published a number of 
actuarial works. In 1939 a paper which 
he read before the Institute of Actuaries 
received an award as the best paper of 
the year. His knowledge of languages 
French, German, Dutch, 
Italian, Norwegian, Portuguese, Span- 
ish and Swedish. 

A A A 
The Bureau of Internal Revenue re- 


cently estimated that between 12,000 
and 13,000 pension plans have been ap- 
proved to date. 





HILARY L. SEAL 


Assurance Com- 


extends to 


in handling your estate and trust matters in 


New Jersey is a day in, day out reality at 


National Newark & Essex. 


Out-of-state banks and trust companies are 


invited to use, or refer for use, the facilities of 


our Trust Department. 


NATIONAL NEWARK & ESSEX 
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— Ahead Strength to meet the 


LZetind Nn eventtul decade... 








oil needs of {ree people 





STANDARD OIL COMPANY (NEW JERSEY) 
REPORTS FOR 1949... 





HE 215,000 STOCKHOLDERS of 

Standard Oil Company (New Jersey) 
have just been sent the Company's 1949 
Annual Report. Some highlights are 
given here. 

The report covers the closing year of 
an eventful decade —a decade of violent 
action and change...of war, and war’s 
results. of great shifts in people’s living 


standards, and in their hopes and aims. 


It was a decade which put the strength 
and adaptability of American business 
to great tests. And proved that the 
American kind of business enterprise 
gets jobs done. 


To the oil business, these last ten 
years brought demands far beyond any 
past experience. 

Standard Oil Company (New Jersey) 
carried well its full share of this load. 
More new supplies of oil were found 
and developed than ever before. With 


them came more new processes, more 
new products, more new jobs and job 
opportunities. We took in more money, 
and paid out more—for wages, taxes, 
dividends, supplies—than in any previ- 
ous decade in history. And in that ten 
years almost four times the amount paid 
in dividends was invested in new facili- 
ties —strengthening the business to meet 
war and post-war needs. 

Like all sound American business, 
Jersey Standard got these results through 
skill, initiative, teamwork and the pro- 
ductive use of capital. Men who work 
in the business of their choice—free to 
think and make decisions —took actions 
which got results and got them in time. 

In reporting for 1949, this Company 
offers its stockholders not just the report 
of one business year... With it comes 
the hopeful assurance of strength and 
ability to meet the growing oil needs of 
free people in free lands. 


STANDARD OIL COMPANY (NEW JERSEY) 


AND AFFILIATED COMPANIES 


May 1950 


HIGHLIGHTS FROM THE 
1949 REPORT: 


(for the consolidated companies) 


PRODUCTION —957,000 barrels daily 
total (11% less than 1948) 


REFINING — 1,287,000 barrels daily 
total (7% less than 1948) 


SALES —1,363,000 barrels daily 
(slightly less than 1948) 
RESEARCH —$21,400,000 spent on 


scientific projects (6 per cent more 
than in 1948) 


CONSOLIDATED NET EARNINGS— 
$268,870,000 or $8.91 a share. This 
compares with $365,605,000 or $12.44 
a share in 1948. Total income $2,934,- 
686,000 (12 per cent less than 1948) 
PARENT COMPANY NET EARNINGS 
—(from which shareholders’ dividends 
are paid) $171,707,000 or $5.69 a 
share. This compares with $155,923,- 
000 or $5.31 a share in 1948. 


DIVIDENDS — $4.00 a share plus 
one share for each 50 shares held. 


EMPLOYEE RELATIONS — Again 
no work interruption due to labor 
difficulties. 
o * e 

Copies of the full report will be 
gladly sent to anyone wishing full 
details. Write Room 1626, 30 
Rockefeller Plaza, New York 20, 
New York. 
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Partner, Lord, Abbett & Co., New York lh; 
like 
WO fiscal developments have com- 6.63% for 1949. The ratio of bond | '° 

‘ Broader demand for common stocks _. > aa that 

bined to make common stocks more Prey iensanneaves® ; . q vields to common stock yields, which ' 

. , ? ‘ a. ages : 
attractive. They are the high cost of lif neon sont pe ancien pry funds, was 107.8% for the eleven-year period 
living and the low yields on high grade it psec Ta ta bogey from 1920 to 1930, was only 66‘« for ry 
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Th has; okie placed the possible growth of investment Th : 1949 al i A ak 
© percnssng pores Of Oe Comer companies at $200 million to $300 mil- dh nerdy tees, eared tian 
today is 40% lower than it was ten . : og P . in the ratio of bond yields to common 1. 
) é : ' lion a year. Possible investment in com- : . ‘ : | 
years ago; high grade bonds yield 20% es . stock yields. For that year, it was only 
mon stocks by pension funds he placed 2 ; de ; pan 
less than ten years ago. But common 9 ye eee 40.1 of the yields available on com- tt 
: J’ at $300 million a year—Editor’s note. tion 
stocks yield 50% more. i mon stocks, di 
These contrasting trends highlight 1930 was 4.55%. Since then, this yield Bond Holder Hit l. 
et ge ey A. oe SP has declined persistently until it aver- These figures bring forcibily to mind 
mer _ on monly average aged but 2.66% for the calendar year the f hes the hoadhebder has hee 
viele on Moody’s hee bonis and the fact that the bondholder has been 
Moody’s 200 common stocks for the aio hit three ways: First, by declining 
thirty years. 1920 to 1949 The yield on Moody’s 200 common money rates; second, by declining pur- 
a : : : stocks was 4.54% in 1930. It was chasing power of the dollar and third, 
In 1920, the yield on Moody’s Aaa S| 
bonds was 6.12%. The yield on Moody’s 
200 common stock was 5.5%. Bond EXHIBIT I 
yields for that year were 111% of com- Monthly Average Yields on Moody's AAA 
mon stock yields. Bonds and Moody’s 200 Common Stocks for 
While the yields om hae tein ware The Thirty-Year Period From 1920-1949 
in a downward trend for the next ten Purchasing 
years and the yields on common stocks Moody’s 200 Ratio of Power of 
fluctuated widely for the period endin Moodys Aaa Com. Stks. Bond Yields Consumer's 
a tah te on ne agian Bond Yields Yield to Com. Stk. Dollar 
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vestor to get a 7% higher return on . —_—_—_— 
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average by investing in Aaa bonds than se ” me . —— a 
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he would have gotten by investing the 210 ne 1109 83.5 
same amount of money in common 5.12 5.3 966 82.0 
stocks. 5.00 5.2 962 81.8 
4.88 4.3 1.135 79.7 
Purchasing Power Rose 1.73 4.5 1.051 791 
During the 1920's, the purchasing aa oe Rom aa 
power of the consumer's dollar was aa 34] or 816 
also improving. Based on the period 4.55 154 1.002 83.8 
1935-39—100, the purchasing power of 4.58 6.17 .742 92.0 
the dollar increased from approximately 4 7.36 681 102.5 
70 in 1920 to 83 in 1930. a “4 _ op 
Fhe 7) 
Under such conditions, there was no 887 101.9 
pressure on the investor to seek a high- .926 100.9 
er yield or to protect the purchasing 683 me 
power of his dollar through equity in- 1006 
vestment. Starting with 1931, the in- 99.8 
come advantage of Aaa bonds began to 95.1 
disappear, partly owing to the change 85.8 
in long-term money rates and partly ae 
owing to deolines in the stock market. 779 
The yield on Moody’s Aaa bonds in 718 
Excerpts from an address before the Alumni or 
Reunion of the Graduate School of Banking, Rut- 00. 
gers University, at the Biltmore Hotel, N. Y., 59.1 
March 18, 1950. 
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by increasingly heavy taxation. We all 
know that fiduciaries as well as indi- 
vidual and institutional investors have 
been gravely concerned by these three 
problems. 


This brings up the problem of 
whether the possibility of securing sat- 
isfactory investment results exists in 
common. stocks. 


In examining this problem, I should 
like to try to divorce my thinking from 
the bull and bear market psychology 
that is so likely to absorb the atten- 
tion of many investment people and 
try to show the intrinsic values of long- 
term ownership of common stocks. 


General Criteria 


The general characteristics of a com- 
pany upon which the rate of capitaliza- 
tion of earnings and dividends depends 
are the following: 


1. The rate of secular growth in re- 
lation to the rate of 
growth of the country. A company 
with unusual growth prospects is 


average 





“HEIRLOOM 
STOCKS” 


worth more than a company with 
average growth prospects. 


2. The stability of earning power. 
Other things being equal, a com- 
pany whose earnings fluctuate in 
a narrow range through the busi- 
ness cycle should be capitalized at 
a higher rate than one whose earn- 
ings fluctuate widely. 

3. The risk of important change in 
the character of the company’s 
business. 


The foregoing is a summary and not 
an exhaustive explanation of common 
stock analysis. I use it here to indicate 
that the search for good intrinsic values 
in relation to going market prices is 
well within the capabilities of competent 
professional management. 

The growth of tangible values is evi- 
dent from an analysis of the changes in 
book value of our major companies 
over the past fifteen years. We are all 
aware, of course, that book value figures 
have to be interpreted carefully. Stated 
book values sometimes bear little rela- 


tionship to book cost. They give no 
value to the quality of management or 
to intangible assets which may have 
greater value than physical assets. They 
do not show whether the expenditures 
capitalized on the books have been made 
wisely or poorly, and they do not show 
the quality of a company’s sales organ- 
ization and facilities. Nevertheless, if 
an analysis of the book value of thirty 
industrial companies were made and 
these companies were recognized by 
competent analysts as well managed, 
changes in book value would have sig- 
nificance. It is a fair presumption that 
companies of this type have spent their 
retained earnings well and so have pro- 
duced additional earnings for their 
common stocks. 

I have made such an analysis of the 
thirty companies in the Dow-Jones In- 
dustrial Average for the fifteen-year pe- 
riod from 1935 through 1949, The net 
tangible assets per share of each com- 
pany were computed and then adjusted 
to a basis consistent with the adjust- 
ments made to compute the market 
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“PRUDENT 
MAN” 


Investor* 


175 Common stocks in 36 industries that have paid dividends every year unin- 


terruptedly for periods ranging from 21 to 165 years... 


All paid dividends each year during the depression of the 30’s. Some have 


weathered as many as one to twenty depressions; numerous periods of war, 


political upheaval, industrial unrest, deflation, inflation, boom and panic—and 


kept right on paying dividends. 


43 have paid the same or rising dividend for 10 to 50 years. 


63 of the companies have only Common stock outstanding. 


Included in the 12 page pamphlet are interesting and significant data relative 


to each stock. 


*New York Trust Fund legislation becomes effective July 1, 1950. 
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prices of the Average. These adjusted 
book values were related to the yearly 
high and low prices of the Dow-Jones 
Industrial Average. Both earnings and 
dividends, suitably adjusted, were then 
stated as percentages of book value. 
The results of this study appear in the 
accompanying table (Exhibit II). 

The book value of the Dow-Jones In- 
dustrials, as of December 31, 1935, was 
$80.42. In every year since, book values 
have increased, moderately from 1935 
to 1946, and quite sharply since then 
to 162.46 in 1949. 

While these book value figures wide- 
ly understate present day reproduction 
costs it is a significant fact that in the 
fifteen years—1935 to the end of 1949 
—the book value of the Dow-Jones In- 
dustrial Average more than doubled. It 
is a fact which has to be taken into 
account in considering the future of 
stock prices. 

By computing the adjusted earnings 
of the Dow-Jones Average and the divi- 
dends paid, we can calculate the per 
cent of adjusted earnings to book value 
and the per cent of adjusted dividends 
to book value. For the fifteen-year pe- 
riod, we find that adjusted earnings av- 
eraged 11.4% of book value. Adjusted 
dividends averaged 7.02% of book 





SCUDDER 
STEVENS 
& CLARK 
FUND, Inc. 


EXHIBIT II 


Book Values of the 


Dow-Jones 


Industrial 


Average Compared With Adjusted Earnings 
and Dividends and Related to the Yearly 
Range of Prices From the Period 1935-1949 


Book 
Values 


$ 80.42 


Adjusted 


Earnings 


$ 6.61 
83.20 9.98 6.92 
86.48 11.35 8.44 
87.38 6.17 5.15 
90.20 9.05 6.15 
92.39 10.94 7.00 
95.45 11.50 7.39 
97.94 9.18 6.52 
101.68 9.84 6.31 
105.40 10.05 6.52 
110.29 10.56 6.69 
119.22 13.63 7.50 
126.65 18.80 9.21 
148.12 23.07 11.50 
162.46 23.60(e) 12.79 


Year 


1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 


Average 


Divs. 
4.00 


Adjusted Adjusted 
Earnings Dividends 
As % of As % of 
Bk. Val. Bk. Val. 
8.22% 
12.00 8.32 
13.12 9.76 
7.06 5.89 
10.03 6.82 
11.84 7.58 
12.05 7.74 
9.37 6.66 
9.68 6.21 
9.54 6.19 
9.57 6.07 
11.43 6.29 
14.84 tat 
15.58 7.76 


Yearly Range 
Low — High 


96.71 — 148.44 
143.11 — 184.90 
113.64 — 194.40 

98.95 — 158.41 
121.44 — 155.92 
111.84 — 152.80 
106.34 — 133.59 

92.92 — 119.71 
119.26 — 145.82 
134.22 — 152.53 
151.35 — 195.82 
163.12 — 212.50 
163.21 — 186.85 
165.39 — 193.16 
161.60 — 200.52 


4.97% 


Note: Book values are based on net tangible assets per share adjusted to a basis 
consistent with the Averages. (e) Estimated. 


value. The difference between these two 
figures gives us a rough average of 
4% per year as the amount by which 
book values have been increased, and 
this rate, compounded annually, closely 
agrees with the growth over the fifteen- 
year period indicated in our table. 


Price: 


Prospectus on Request 


10 POST OFFICE SQUARE + BOSTON 9, MASSACHUSETTS 


Net asset value 





It may be argued that this fifteen- 
year period is not a normal period and 
that the results obtained here are not 
indicative of what may happen in the 
future. This is certainly true inasmuch 
as the period includes the war years in 
which earnings were restricted by ex- 
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cess profits taxes, and the postwar years 
in which earnings were higher as a per- 
centage of book value than they can 
normally be expected to be. Also, many 
companies took advantage of the low 
interest rates on borrowed funds in pre- 
ference to diluting their common equi- 
ties. However, the fifteen-year period 
also includes the latter half of the 1930's 
when business activity was at a lower 
level than it can probably be expected 
to be in the future. 

Furthermore, if you accept the prem- 
ise that the commodity price level is 
likely to remain high because of the 
activity of the labor unions in increas- 
ing hourly wages and the interest of 
the government in maintaining full em- 
ployment, the earnings on present book 
value are likely to increase over a pe- 
riod of years. This is because the re- 
placement of present facilities will in- 
volve much higher capital costs. Earn- 
ings on these new facilities must justify 
this additional cost. Otherwise, they are 
not likely to be made. 


Values Compared 


It is interesting to compare the book 
values of the Dow-Jones Industrial Av- 
erage at the end of each year with the 
actual range of the Dow-Jones price 
level for that year. In making this 
comparison, the first thing to be noted 
is that in only two of the fifteen years 
did the Dow-Jones Industrial Average 
sell below book value. The first of these 
periods occurred in 1942 when the Dow- 
Jones Average reached a low of 92.92 
as compared with a book value for the 
year 1942 of 97.94. 

The second year in which the Dow- 
Jones Industrial Average sold below 
book value was, surprisingly enough, 
1949 when the Average reached 161.60 
as compared with a book value of 162.- 
46. 

Thoughtful consideration of these fig- 
ures may lead one to conclude that 
stock prices were much lower in terms 
of intrinsic values at the lows of 1949 
than most people realized. 

I think these figures will also indi- 
cate the futility of trying to base de- 
cisions as to the offensive and defensive 
character of an investment portfolio on 
a formula which is based entirely on a 
consideration of historical price ranges. 
The intrinsic values of stocks can change 
so much in a fifteen-year period that 
such formula planning becomes a hope- 
less undertaking. What is required in- 
stead is that we free our thinking from 
the ranges of the past and analyze the 
real values of securities. 


May 1950 


You will also note from the analysis 
of book values versus price ranges that 
at market peaks the Dow-Jones Indus- 
trial Average has sold substantially 
above book values. In 1937 the market 
peak was 194.40. This level was more 
than twice the book value of the Dow- 
Jones Industrial Average, at the end of 
1937, which was 86.48. 

In 1946, the Dow-Jones Industrial 
Average reached a peak price of 212.- 
50. This was 78% above the book value 
of the Average, as of December 31, 
1946, which was 119.22. 

It may be interesting and profitable 
to speculate as to the meaning of these 
book value figures in terms of present 
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Not the Years 
But What the Years Have Taught 


Our business is the buying and selling 
of securities. As such, we have success- 
fully served the needs of institutional 


and individual investors for many years. 


In this task, it has been our constant 
aim to be informed concerning all aspects 
of the markets, relating them to our 


clients’ objectives at the time of pur- 


This ability to maintain a continuing 
check on the pulse of markets has re- 
sulted in sound advantages to many. 
It is always available to investors in 


terms of information and action. 


R. W. Pressprich & Co. 
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market prices and probable future 
trends, but your attention might be 
focused on the great increase in book 
values that has occurred over a period 
of years from the reteution of a portion 
of earnings for corporate purposes. All 
the evidence that we have indicates that 
this growth in book values will continue 
in the foreseeable future. Under sound 
management, this process should pro- 
duce greater earnings and higher divi- 
dends over a period of years. The in- 
vestor in common stocks has this trend 
running in his favor in addition to the 
higher return that is presently available 
from common stock investment. 


It seems to me that the current in- 
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creased interest 
soundly based. 


in common stocks is 


First, on the premise that a serious 
depression is less likely to develop 
under present conditions; 

Second, on the wide differential in 
yields on common stocks versus 
high-grade bonds; 

Third, on the growth in the real value 
of equities and their relation to 
market prices. 

Under these circumstances, it is the 
function of management to select securi- 
ties offering the greatest intrinsic value 
and to protect the investors against un- 
duly optimistic appraisals of the market. 


A A A 


INVESTMENT LAW 


(Continued from page 302) 


it will be used depends upon many 
things, including the judgment of a 
trustee as well as the circumstances of 
his individual trusts. Moreover, impor- 
tant as paragraph (m) of the new stat- 
ute undoubtedly is, it would seem un- 
fortunate to isolate and misinterpret this 
one feature of the law. As indicated in 
its report, the Committee’s interest in 
stocks was solely in determining whether 
or not they offered any legitimate field 
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for the trustee. The recommendation for 
limited authority to use them, subject 
to the rule of prudence and to other 
limitations mentioned in the statute, was 
based primarly upon income considera- 
tions and should be regarded simply as 
one part of the Committee’s program, 
incorporated into that program as a re- 
sult of the general study of the overall 
problem.+ 


Finally, while the new law does not 
accomplish all of the Study Committee’s 
original objectives, it does represent 
substantial progress toward expanding 
and recodifying the investment powers 
of fiduciaries in this state. Certainly it 
establishes a more realistic relationship 
to what has been shown to be the pre- 
vailing practice both in New York and 
elsewhere. 


Mention should be made here of the 
unusual cooperation that went into the 
preparation and passage of this legisla- 
tion. The final result could not have 
been obtained at this time without the 
friendly and understanding interest of 
many persons, including Banking De. 
partment officials, Surrogates, lawyers, 
and others throughout the state. Such 
widespread interest and acceptance 
should create a favorable setting for the 
successful application of the new statute. 








7The Committee report contains considerable 
discussion of stocks and the reasons for this par- 
ticular recommendation. 


A A A 
Explain New Investment Law 


At a series of five regional meetings 
conducted by the Trust Division of the 
New York State Bankers Association 
during the latter part of April, a repre- 
sentative of the Trust Investment Study 
Committee analyzed the new law per- 
mitting investment of 
legal trust trust accounts up to 35% 
of the value of the fund. Also discussed 
was the question: “What Should Small 
Trust Departments Do About Small 


discretionary 


Estate Planning?” Speakers on this 
topic were Charles E. Treman, vice 
president and trust officer, Tompkins 
County Trust Co., Ithaca, and Arthur 
S. Carruthers, assistant trust officer, 
Lincoln Rochester Trust Co. 


One of the questions on the new in- 
vestment law concerned the specific pro- 
vision therein extending the 35% dis- 
cretionary authority to legal common 
trust funds. It was pointed out that, 
if an individual trust was partially in- 
vested in such a fund which had 35% 
of its investments in non-legal securi- 
ties, no part of the remainder of the 
individual account could be invested in 
non-legals. Likewise, a trust which con- 
tained inherited non-legals could not ac- 
quire further such securities in excess 
of 35° of the total fund. 

It was indicated that some _ institu- 
tions operating common trust funds 
would limit non-legals to 25° to pro- 
vide for an increase in market value 
which might otherwise result in that 
portion of the fund exceeding 35%. 
While, just as in an individual trust, 
this would not require liquidation of 
the excess into legals, it might preclude 
any new participations in the common 
fund. 

A A A 


Association-University 

Investment Seminar 
An annual Investment Seminar will 
be conducted by the New York State 
Bankers’ Association in cooperation 
with New York University, the first to 
be held in New York on September 15, 
announcement _ by 
President Harry W. Davies. The Semi- 
nar is intended to provide bankers, and 


according to an 


investment men in particular, with a 
basic understanding of the New York 
money market and its application to 
portfolio management. Attendance at 
three annual all-day sessions will lead 


to a certificate from N.Y.U. 


Quarterly Comparison of Earnings, Book Values, Ratios, and other 
data on the nineteen leading bank stocks of New York City, as well 
as analyses of individual bank stocks, are available upon request 


LAIRD, BISSELL & MEEDS 


(specialists in bank stocks) 


MEMBERS 


NEW YORK STOCK EXCHANGE 
NEW YORK CURB EXCHANGE 
PHILADELPHIA STOCK EXCHANGE 


CHICAGO BOARD OF TRADE 
NEW YORK COTTON EXCHANGE 
NEW YORK PRODUCE EXCHANGE 
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We will be 
pleased to send 
copies of this 
helpful Report to 
individual and 
institutional 
investors upon 
request. 

Address the 
Manager of the 


Investors 


Department. 


Bank stocks are selling at about 
their lowest ratio to the Dow Jones 
Industrial Average for the last 
three decades. The banks, moreover, 
have the promise of better 

stability of earnings than industrial 
companies during a leveling 

or recessionary stage in the 
business cycle. Their dividends 
are generally steady and the 
present yields have appeal. At 
current market prices, the 
shares are selling at a discount 
from their conservatively 
stated book values. The 
stocks of well-managed 
banks, therefore, appear to 
have considerable 
attraction at this time 

for conservative- 


minded investors. 
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EFFECTS OF NEW INVESTMENT LAW ON 


MARKET AND PENSION FUNDS 


There is a tendency to over-empha- 
size the direct effects of New York’s 
new trust investment law on the stock 
market, according to Howard F. Vultee, 
vice president of the The Marine Mid- 
land Trust Co. of New York. Speaking 
at a luncheon meeting of the New York 
Society of Security Analysts on April 
20, Mr. Vultee stated that the indirect 
consequences will be greater in the 
sense that “the law will have a pro- 
found long term effect on investment 
policies of all classes of investors, both 
within the State and in the country at 
large, for New York State investment 
procedures are _ carefully reviewed 
throughout the nation.” 


Mr. Vultee doubted that more than 
several hundred million dollars will now 
go into common stocks. Of the estimated 
$12-14 billion in trust funds in the 
State, about 14 is believed to be in re- 
stricted accounts; 35‘ of this would 
approximate $1 billion but this figure 
must be reduced substantially to make 
allowance for inherited common stock, 
specific restrictions in the instrument 
precluding the purchase of common 
stocks. and the amounts that may be 
allocated for non-legal bonds and pre- 
ferred stocks, plus the fact that many 
trustees will not take full advantage of 
the 35‘. rule. 

It is unlikely that the investment ad- 
ministration of trusts affected by the 
new law will be uniform, according tio 
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your investment dealer or 


LORD, ABBETT & Co. 
63 Wall Street, New York 
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Edward F. Stauderman assistant vice 
president, Bank of the Manhattan Co. 
Trustees themselves will differ some- 
what in their appraisal of the economic 
outlook, while the trusts themselves 
vary in requirements and nature. 

The basie purpose behind the law, 
Mr. Stauderman stated, is to stop the 
steady reduction in the real income of 
life beneficiaries of legal trusts due to 
the combined force of declining inter- 
est rates, substantially increased taxes 
and higher living costs. The only way 
that their income can be materially in- 
creased at the present time is through 
the purchase of common stocks. 


However, the large rise in stock 
prices over the past 10 months and the 
possibility of a still further rise by the 
time the law goes into effect on July 1. 
require a great degree of caution in 
making common stock purchases, the 
speaker commented. Consequently, trus- 
tees generally are likely to limit the 
purchase of common stocks to less 
than the allowable maximum and to 
further limit such purchases to shares 
of the strongest companies financially. 
operating in relatively stable industries 
and possessed of long and favorable 
records of earnings and dividend pay- 
ments. 

Although the potential amount of 
funds that could come into the stock 
market as a result of the change in the 
law has been estimated at above $] 














billion, it is doubtful whether the actual 
amount that will do so over the coming 
months will be even half of this amount. 
The fact that many legal trusts already 
hold non-legal assets under powers of 
retention, the special requirements of 
many trusts which make equities unsuit- 
able and the demonstrated prudence of 
corporate trustees will account for the 
difference, Mr. Stauderman concluded, 


Pension Fund Outlet 


The role of pension funds in this pic- 
ture was depicted by Patrick J. James, 
investment officer of the Chase Nation- 
al Bank. Pointing out that pension fund 
investments concentrated 
primarily in highest quality fixed-in- 
come obligations because of the long- 
term nature of the commitments under 
a plan, Mr. James 
marked that a good case could be made 
for placing a portion of the funds in 
sound preferred and common. stocks. 
Even a slight increase in the return of 
the fund may effect a substantial dimin- 


should be 


nevertheless _ re- 


ution in the contributions required from 
the employer—since 1900 the yield on 
common stocks has been on the average 
over 1'% percentage points above corpo- 
rate bond yields. Currently there is a 
spread of about 3'% points between the 
Dow-Jones Industrial Average and high 
grade bonds. 


A survey recently conducted by 
Cleveland Electric Illuminating Co. re- 
vealed that 40 of 114 companies, rep- 
resenting practically all types of indus- 
trial enterprise with pension funds ex- 
ceeding $214 billion, invested some of 
their funds in preferred and common 
stocks, the unweighted averages being 


over 12‘¢ and over 15‘%, respectively. 


Granting that common stocks fluctu- 
ate widely, Mr. James declared that this 
generally applicable 
much of its force in respect of pension 
funds because the latter are permanent 
in nature and there is little practical 
possibility of a forced sale in a de- 
pressed market. Swings in the inter- 
mediate prices of any type of security 
in a pension fund are immaterial so 
long as the interest is paid. Moreover. 
there is no difference between income 
and principal as in individual trusts be- 
cause the same beneficiaries have the 
same interests in both accounts, Mr. 
James observed. 


objection — loses 
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In setting the investment program for 
a pension fund, the amount to be put 
into common stocks should be deter- 
mined by the size of the fund, the na- 
ture of the business and the attitude of 
the management, among other factors, 
Mr. James said. It would seem advis- 
able to set a top percentage limit with 
a gradual approach thereto depending 
upon market conditions. A diversifica- 
tion of 60% in highest quality fixed-in- 
come obligations, 25% in common 
stocks and 15% in preferreds can cur- 
rently produce an average return of 
about 3.35%. Mr. James calculated, on 
the basis of 2.5% for the bonds, 5.25% 
for the commons and 3.9% for the pre- 
ferreds. 


Stock Transfer Group Formed 


With a view to achieving state-wide 
uniformity in dealing with investors, a 
group of corporate trustmen have or- 
ganized the Cleveland Stock Transfer 
Association. President of the organiza- 
tion is Anthony Poss, trust officer of the 
Central National Bank. The other off- 
cers are: vice president Henry Pirtle, 
who holds a similar title in the Cleve- 
land Trust Co.; secretary Lewis C. Gil- 
ger, who is vice president of National 
City Bank; and treasurer Oliver Stamp- 


er, who is assistant trust officer at 
Union Bank of Commerce. 
Stating that the association had 


studied recent Ohio laws facilitating 
stock transfers by fiduciaries and pro- 
tecting corporations making such trans- 
fers, Mr. Poss pointed out that the 
benefits of this legislation are so etxen- 
sive, applying to foreign corporations 
as well, that a substantial increase is 
expected in the number of stock trans- 
fer offices established in Ohio trust in- 
stitutions. 
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SOCIAL SECURITY 
DUTIES 


(Continued from page 305) 


The applicant for benefits must agree 
that it will notify the Administration in 
any month in which this occurs. Most 
fiduciaries lack the requisite day-to-day 
knowledge of their ward’s activities to 
provide this information. In the event 
of unauthorized receipts it is highly un- 
likely that the government will treat a 
responsible fiduciary with the same 
tender solicitude which it has shown 
on occasion for other recipients of over- 
payments of welfare funds. 

The Act makes provision for 
lump sum payments under certain cir- 
cumstances, where no person is imme- 
diately entitled to monthly benefit pay- 
ments, If there is no eligible widow, the 
estate of the deceased person may be 
entitled to the payment if it has paid 
the burial expenses. Many executors 
and their counsel are unaware of this 
provision. It is also reasonable to as- 
sume that the conservator or guardian 
of the estate of an incompetent may 
be under a duty to apply for the bene- 
fits allowed to insured persons, and 
their dependents, when over age sixty- 
five, thereby reducing depletion of the 
estate by maintenance expenses or 
other charges. 


also 


The foregoing indicates some of the 
complications which may beset the ad- 
ministration of accounts which fre- 
quently are of limited profitability to 
their fiduciaries. In the past two de- 
cades, dealing with the government has 
become an increasingly large part of 
the trustman’s duties. Because his field 
is affected by the full range of the 
citizen’s economic activities, it is nat- 
ural that, as the citizen must increasing- 
ly traffic with his government, so like- 
wise must the trustman. 
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Bankers Trust Sends 
Post-Meeting Report 


In accordance with suggestions made 
at the annual stockholders meeting in 
January, Bankers Trust Co., New York, 
sent its first “Report on Annual Meet- 
ing,” to stockholders with dividend 
checks on April 15. The post-meeting 
report was styled to resemble a small 
copy of the annual report. It covered: 
the fact that with more than 100 pres- 
ent, 76.4% of outstanding shares were 
represented in person or by proxy; re- 
election of all directors; discussion on 
F.D.1.C. tax; branch banking; and re- 
serves. Also shown were the results of 
a questionnaire that had been sent all 
stockholders on content and method of 
presentation of the annual report. 


AAA 
Common Stocks Pay Well 


In the first quarter of this year cash 
dividends paid on common stocks of the 
New York Stock Exchange amounted 
to $1,020,540,000, a gain of 9.8% over 
the same period of last year, according 
to The Exchange. This marked a new 
quarterly record excepting year-end 


quarters when extra and special pay- 
ments go to swell dividend totals. 
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and/or insurance compa- 
nies in New York State. 
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barrels of liquid hydrocarbons...brought the Company’s oil and gas reserves to the highest point in history . . . completed such facilities _ 
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a $30,000,000 26-inch natural gas pipeline 388 miles long, a $20,000,000 refinery expansion... refined 69,400,000 barrels of crude oil §sribut 
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Behind your gas and oil 


—stand the men and women whose 
team-work provided $582,000,000 worth of 
products and services in 1949 for 


the millions of Cities Service customers. 


A man with imagination reading the Annual Report of a Corporation sees 
behind the cold statistics the pulsating human activities of the thousands of 
men and women without which there would be nothing to report. 


The photographs on this page show a few of these activities, as the people 
of Cities Service went about their daily tasks last year. They perform the 
multitude of skilled operations which are necessary before the finished oil 
and gas products are ready for use on the farm, in the home, on the highway, 
and in the factory. 


As a result of these activities, Cities Service was able to give its 236,000 
stockholders the following consolidated financial comparison. 


1949 1948 


Gross operating income $582,560,721 $563,657,035 
Net income 55,057,822 65,777,039 
Cash and Government Securities 160,189,903 144,368,967 
Net Current Assets 180,542,106 161,867,520 


CITIES (A) SERVICE 


W. Alton Jones, President aie 
E.'s 


Fi 


*Al! figures are from the 

Cities Service 40th Annual Report, 
which is available on request. 
Write 70 Pine Street, 

New York 5, N.Y. 


All photos are of Cities 
Service operations. 


By Fritz Henle, 1949, 








MODERNIZATION INCREASES BUSINESS 





Since this photograph of the new lobby of The National Bank 

of Mattoon, Ill., was taken the panel below the clock at the 

far end has been filled with a mural of early Mattoon and 
present-day Mattoon. 


HE trend toward modernization of 

appearance and facilities in banks is 
not of recent growth though it has been 
particularly pronounced since the early 
40’s. Bankers throughout the country 
have realized that in the competitive 
race a good public impression is neces- 
sary, and better working facilities makes 
for efficiency. 

Here are shown photographs of new 
interiors of three banks that recently 
went through the process. The Citizens 
Trust Co., of Atlanta, and the Marine 
National Exchange Bank, Milwaukee, 
The National Bank of Mattoon, Mat- 
toon, Ill. In each case a considerable 
change was made in appearance and 
convenience, and in answer to the ques- 
tion of effect on business, L. D. Milton, 
of The Citizens Trust, for example, 
says: 


“Before we modernized our bank... . 


we gave up our trust powers on the’ 


ground that they were not profitable. 
The truth is that we did not have the 
staff, quarters, and customers necessary 
for the development of a fiduciary de- 
partment. Maybe we were so cramped, 
crowded and dingy that we didn’t feel 
good about this type of business, our- 
selves. 

“Now, we definitely think that every 
department has been stimulated by our 
modernization program. We have done 
very little advertising but we have had 
satisfactory increases which often sur- 
passed averages for this district. Our 
trust business is developing spontane- 
ously. People have more confidence in 
us because we look better. We have not 
been aggressive in the solicitation of 
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trust business but it has come to us 
nevertheless.” 

And from E. C. Bauer, Assistant 
Cashier, The National Bank of Mattoon, 
Ill., “It would be hard to conceive that 
it did not have a good deal to do with 
the increase in business shown not only 
in our trust department but in all other 
branches of the bank as well.” 

In an effort to determine how much 
new quarters and improved facilities 
contributed to increased business and 
operating efficiency, the Bank Building 
and Equipment Corporation of America 
recently surveyed fifty banks for whose 
modernization programs they were re- 
sponsible (including Citizens Trust and 


National Bank of Mattoon). All fifty 


banks reported interesting increases in 


The new trust department of the Marine National Exchange 
Bank of Milwaukee, with paneled walls, sound absorbent ceil- 
ing and soft lighting is a pleasant place for discussion of 


personal matters. 


deposits. The averages were: 6 months 
after modernization, up 83°; 12 
months, 14.3% ; to date, 33.7'¢. Figures 
were also obtained showing compari- 
“All 


banks” according to FDIC report: for 


sons. with insured commercial 


1946 all FDIC banks showed 7.3‘ de- 
cline in deposits, modernized banks 
showed 21.5‘¢ increase: 1947, FDIC 
banks had 3.5‘% increase. modernized 
banks up 21.5%; 1948, FDIC banks 
declined .8°, modernized banks in- 
creased 14.27; last year. FDIC banks 
increased deposits .5‘7; modernized 
banks increased 14.4‘. Similarly nu- 


merical gains were registered in Saving 
and Checking customers as well as in 
Safe Deposit box rentals. Combined av- 
erage in the latter case is 30.3%. 





These are the new junior officers’ quarters of The Citizens Trust Co. of Atlanta, which 
are accessible from the lobby, just inside the front door. 
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Pension Trend to Equities and 


Mutual Fund Investment 


DUDLEY F. CATES 


Manager, Mutual Funds Dept.: Kidder Peabody & Co., New York 


NTIL recent years, most authori- 
ties accepted the principle that 
funded pension and retirement plans 
must rest on a investment 
base. from which an annual return of 


“riskless” 
approximately 2144‘. might be expect- 
ed. Several recent developments have 
served to upset this convenient assump- 
tion, however, arising from the sharp 
decline in the purchasing value of the 
dollar. Pension planners who attempt 
to peer into the future are confronted 
with several questions that apparently 
have no answer. For example. what 
allowance should they make for: 
1. Continuing lower money rates result- 
ing from deficit spending and a de- 
liberate “cheap money” policy. 


to 


The obvious inability of older pen- 
sion funds to adjust to the loss in 
“real” purchasing value. 


3. The possibility of future revisions to 
existing welfare agreements, requir- 
ing greater payments for past service 
benefits. 

Planning for future benefits hinges 
on one basic requirement—that the dol- 
lar continue to buy approximately what 
it does today. If the long-term upward 
trend in the cost-of-living index contin- 
ues, few organized employee groups will 
be content with present plans for re- 
tirement on $100 per month. Demands 
for more liberal payments to compen- 
sate for loss of “real” income may be 
an important part of future collective 
bargaining. With each upward adjust- 
ment in dollar benefits will come the 
for greater employer contribu- 
tions, a fact which has an important 
bearing on the type of 
media to be selected. 


need 


investment 


Turning Points in Policy 


In recent weeks this problem has 
been examined by a noted labor econo- 
mist in a study entitled “Labor’s Part- 
nership in Industrial Enterprise.” Dr. 
Alexander 5S. Lipsett, an editor of the 
International Labor News Service, takes 
labor leaders to task for failing to in- 
form themselves on financial matters: 


May 1950 


“Neither does it seem to have occurred 
to union leaders and managers of union 
funds that their present investment policy 
is completely unrealistic; that it has little 
to commend itself in the light of U. S. 
fiscal and debt-management policies; and 
that it offers little or no compensation for 
the decline in the purchasing power of 
the dollar, as experienced in recent years.” 


How long will labor continue to ac- 
cept the old notion of “riskless” pen- 
sion funding when their own economists 
point out the fallacy of relying too 
heavily on dollar security? 


One answer to the predicament is 
now being sought through the selective 
employment of equity investments. 
Common stocks as a whole have dem- 
onstrated their ability to increase in 
dollar value as inflationary forces de- 
veloped, and have provided higher re- 
turns than are available from fixed-dol- 
lar investments. Even now certaén large 
banks, acting as corporate trustees for 
employee retirement funds, are cauti- 
ously turning toward “blue chip” com- 
mon stocks with long dividend records, 
and the trend will probably continue 
as a means of securing a better return. 
Evidence of the trend may be seen in 
the recent rise of the “blue chip” aver- 
age. the 30 Dow Jones industrial stocks, 
to a level equal to the post-war market 
boom. The great majority of listed com- 
mon stocks, however, are still 20 to 50‘ 
under their 1946 highs. 


Employees Fund Survey 


Many of the largest pension funds 
are handled by banks and trust com- 
panies with facilities for the careful se- 
lection of individual equities. However, 
the trustees of numerous smaller pen- 
sion funds are turning to open-end in- 
vestment company shares as the simplest 
and an economical means of obtain- 
ing experienced investment manage- 
ment, better income, and the protection 
of wide diversification. 


The New York Stock Exchange firm 
of Kidder, Peabody & Co. has gathered 


data from the principal investment 
companies or “mutual funds” repre- 
senting over 75‘< of the total assets of 
this $2 billion industry. The survey 
indicates that as recently as March 15th, 
at least 184 employee benefit plans (in- 
cluding pension trusts, retirement funds, 
and profit-sharing trusts) were identi- 
fied as holding shares in 22 different 
mutual funds, with a market value of 
approximately $4,191,800. 


This does not include more than a 
thousand corporations holding shares 
directly in their own names, some of 
which may be for the ultimate benefit of 
employees. At least two funds have over 
25 different holders of the employee- 
welfare type, with individual invest- 
ments ranging upward of $100,000. Un- 
doubtedly other employee-welfare funds 
own shares in several large investment 
companies from whom this data was 
not immediately available. 


Amid the public discussion of how 
pension monies are to be invested, ihe 
mutual investment companies have been 
making quiet but steady progress. Few 
non-professional pension trustees are 
qualified to supervise a large portfolio 
of individual securities, or to find new 
investments for the continuous flow of 
funds that must be put to work. The 
mutual funds have been doing just that 
for many years, some for over a quarter 
of a century, and their record has al- 
ready attracted over 800,000 individual 
and institutional investors. Furthermore, 
they can offer almost any desired blend 
of debt and equity securities to suit the 
special requirements of each trust. Their 
performance records are available io 
the public, and they operate under vari- 
ous regulations enacted by both the fed- 
eral and state governments. The man- 
agements include some of the oldest 
and most successful counselling firms in 
the country. 


Flexibility Advantages 
Most important from the standpoint 


of employers, of course, is the larger 
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return, from 344% to as much as 6%, 
depending on the degree of stability re- 
quired. Trustees often select several 
funds for investment, acquiring shares 
at regular intervals as money becomes 
available. This procedure relieves trus- 
tees of technical investment problems as 
well as possible recriminations on the 
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Keystone 


Custodian 
Funds 


part of management or labor, yet as- 
sures competent supervision by trained 
professionals. 


Some pension plans provide for dis- 
tributions upon termination of employ- 
ment or some other determinable event, 
particularly where employees have con- 
tributed to a plan out of their wages. 
Mutual funds lend themselves to this 
requirement, since shares can be issued 
in any amount to represent the individ- 
ual employee’s interest in that particular 
fund. Upon withdrawal from the plan, 
an employee might be given shares in 
two or three mutual funds which would 
continue to produce regular income. 
Such shares could be redeemed at any 
time on presentation to the fund, as 
guaranteed by law. 


Several investment companies which 
have issued literature explaining how 
their services can help pension trustees 
point out that management expenses are 
low, that a wide choice of types is al- 
ways available, and that acquisition 
costs are substantially reduced on pur- 
chases of $25,000 or more. The cost 
factor, as well as the convenience, have 
been among the compelling reasons for 
the growing use of these shares by pen- 
sion trustees. 


Trend to Professional Managers 


Will this trend toward professional 
investment management continue? 
Probably the best answer comes from 
Professor O. Glenn Saxon, Yale Uni- 
versity economist, whose recent study 
entitled “Mutual Funds and The Peo- 
ple’s Savings,” contains the following 
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prediction, “Trustees, inexperienced in 
investment problems and analysis. can 
be relieved of onerous administrative 
duties and 
by reliance on (such) proven manage. 
ment. Economies in administration and 
accounting are not to be ignored. All 
these advantages are available to the 
trustees of labor union, welfare and 
other pension funds, which may in the 
future constitute a major factor in the 
flow of capital into business and_ in. 
dustry. If such trustees are well advised, 
they will take advantage of the proven 
services of the many and varied mutual 
investment companies rather than at- 
tempt to establish their own investment 


investment responsibilities 


policies and employ their own analysts 
and managers.” 

If pension trustees generally decide to 
follow this important precedent, it will 
be a natural sequel to what has already 
taken place in every other field of fi- 
nance except that of equity investments; 
namely, the professional managers of 
securities will be accorded a_ rightful 
place as guardians of the people’s sav- 
ings. 

A A A 


Unique Common Fund 


Following a method developed 125 
years ago as the prototype of the mod- 
ern common trust fund, the Massachu- 
setts Hospital Life Insurance Co. of 
Boston has established the “Massachu- 
setts Life Fund” as a common law trust, 
registered under the Investment Com- 


pany Act of 1940. A diversified open- 
end management fund, it is available 


for investment of funds set up by indi- 
vidual trust terms to 


conform to their own ideas and wishes.” 


agreements “on 


According to the Prospectus: 

“The Fund is designed to carry on 
in modern form the common trust fund 
principle of investment . The units 
of beneficial in the Fund are 
held only by the Company, as trustee 
trust 
certificates, each of which 


interest 


under separate instruments or 
(in accord- 
ance with the individual desires of the 
original investor) states how its share 
of the income and principal of the Fund 
shall be paid.” 

Invested and managed by the Com- 
pany in conformity with the prudent 
man rule, all units of participation is- 
sued to purchasers will be invested in 
a single commingled investment account, 
with units being distributed by a wholly 
owned subsidiary, Fifty State Street Co. 

The life insurance business for which 
the Company was originally chartered 
in 1818 was discontinued in 1867. 
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MUST BANKS PAY INFLATION PRICE? 


DR. JOSEPH STAGG LAWRENCE 


Vice President, Empire Trust Co., New York 


VERY great war in the past has 


caused severe distortion in the 
economies of the belligerents. This is 
most clearly revealed in the action of 
prices. During the Napoleonic, the Civil, 


the First World Wars 


prices rose approximately 150°. above 


and wholesale 
their prewar base. The pattern for all 
three of these wars is strikingly similar. 

The behaviour of prices during the 
Second World War and _ the 
period has so far followed the same 


postwar 


pattern. If this pattern is completed 
with the same final adjustment to a 
prewar base, as was the case in our 
three previous experiences. it will call 
for a further sharp decline in prices of 
probably not less than 25‘c and _ pos- 


sibly as much as 50‘. 

We do not know whether the Ameri- 
can public possesses the social fortitude 
to sustain such a correction. That public 
has been led to believe that a deflation- 
ary retreat to a prewar economic trend 
line can be avoided. Deliberate budget- 
ary deficits, a rising public debt, com- 
plete control of private credit—as de- 
manded by Federal Reserve leaders 
is the prescription. This has never yet 
delivered the promised relief. 

\s far as bankers are concerned we 
may grant that chronic deficit financ- 
ing and full control of the credit func- 
tions of banks may avoid a decline in 
deposits. If that be the sole test of suc- 
cess we can tell the government to pay 
its bills by selling us its bonds. We can 
tell the Federal Reserve authorities that 
they may control the credit we extend 
the 
charge, the reserves we maintain, and 


to private borrowers. rates we 


the character of our portfolios. 

What is the price of compensatory 
financing? How can the bankers be 
compelled to pay any part of that price? 

Continuous grasshopper financing by 
the government will change the essential 
functions of American banking. The 
essential historic functions of banking 
are twofold - 
make loans. Thirty years ago the banks 
of the country had made to 
private borrowers, which amounted to 
0 of their deposits. No examiners 
from the Comptroller’s Office, the Fed- 
eral Reserve Banks, or state banking 


to accept deposits and 


loans. 





Excerpts from an address before the California 
Bankers Association, Los Angeles, April 1, 1950. 
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commissions considered this ratio too 
high. At that time holdings of U. 5S. 
securities comprised only 11‘ of total 
deposits. 

Today loans amount to 34% of de- 
posits. Because they have increased 
from 21% at the end of 1945, regula- 
tory officials, particularly those repre- 
senting Federal agencies, profess to be 
alarmed. Holdings of government se- 


curities today amount to 53‘c of de- 
posits. 
There can be little doubt that the 


whole purport of this pressure together 
with the persistent demand of the Fed- 
eral Reserve authorities for added cred- 
it controls, is to convert the privately 
owned banks of this country into supine 
depositories of government paper. It is 
obvious that, if they succeed, our banks 
will become passive instruments in the 
promotion of continuous, chronic deficit 
financing. To accept such a role will 
postpone the day when the government 
is subject to the same penalties for vio- 
lating the canons of sound financing as 
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the individual or the corporation which 
persistently lives beyond its means. 


What can bankers do _ individually 
and collectively in the face of this 
problem? 


They should demand the return of a 
free open market for government securi- 
ties. Let Uncle Sam expose his obliga- 
tions to the same test of credit merit 
to which the obligations of private par- 
ties are exposed. 

Secondly, the bankers should resist 
every effort of the Federal Reserve au- 
thorities to expand their power, whether 
that power is for the purpose of con- 
trolling consumer credit, manipulating 
bank reserves, or regulating our port- 
folios. 


Finally, bankers should take the in- 
itiative in restoring an honest currency. 
The only known method of protecting 
the integrity of money is to make it 
rest on gold. 





I B M INTERNATIONAL BUSINESS 
MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 141st Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share, 
payable June 9, 1950, to stockholders of record 
at the close of business on May 22, 1950. Trans- 
fer books will not be closed. Checks prepared 
on IBM Electric Punched Card Accounting 
Machines will be mailed. 

A. L. WILLIAMS, Vice Pres. & Treasurer 
April 25, 1950 





st . 
4] year of 
consecutive 
dividend payments 





SOUTHERN CALIFORNIA 
EDISON COMPANY 


CUMULATIVE PREFERRED STOCK, 
4.88% SERIES, DIVIDEND No. 10 


The Board of Directors has author- 
ized the payment of a dividend 
of 3014 cents per share on the 
Cumulative Preferred Stock, 4.88% 
Series, payable May 31, 1950 to 
stockholders of record May 5, 
1950. 

T. J. GAMBLE, Secretary 


April 21, 1950 
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Recent Attention Arresters 
In Trust Promotions 


“You do not honor a friend if you 
name him executor for your will,” is 
the opening line of a new 5% x 8% 
inch, single-fold promotion piece issued 
by the American Security and Trust 
Co., Washington, D. C., for distribu- 
tion “To Our Customers and Other 
Friends.” The self-cover page carries 
a friendly letter signed by President D. 
W. Bell, in which some of the difficul- 
ties that pursue the individual executor 
are indicated. Inside spread contains 
“An Executor’s ‘Must’ List,” with 18 
duties referred to as “Routine,” and 
ending with an invitation to discuss any 
questions on executorship with one of 
the company’s officers. The back cover 
offers the company’s booklet “A Chart 
of Complete Trust Department Service.” 
Typography of the folder is remarkably 
good, and unusually effective and re- 
strained use is made of color by com- 
bining two shades of blue with silver 


and black. 


Under a covering letter telling the 
recipient that “Many important changes 
in estate tax laws relating to transfers 
between husband and wife were brought 
about by the recent amendment to the 
Revenue Act,” the Trust Department of 
the Bank of America, San Francisco, 
distributed its new 6 x 9 inch booklet. 
“Taxes .. . a claim against your estate.” 
This “General outline of information 
about the tax cost of passing on your 
estate,” contains easily read and under- 
stood data on, “Taxes on transfers of 
property; Taxes on Estates—California 
Inheritance Tax, Federal Estate Tax; 
An Example of Calculation of Inheri- 
tance and Estate Tax; Taxes on Gifts— 
California Gift Tax, Federal Gift Tax: 
What You Can Do About Your Tax 
Problem—A Statement of Your Prob- 
lem, Steps You Should Take, Choosing 
Your Executor and Trustee.” Tables are 
used to help the reader place himself 
in the overall picture. Two colors and 
black are used, the cover a soft and 
inviting yellow with warm brown re- 
verse plate for the word “Taxes.” Text 
type is a simple sans serif design that 
is easy to read. 


“Trust is a Big Word” is the title 
of a 36-page booklet recently distribu- 
ted by the United States Trust Co. 
of New York as the first in a series 
describing a particular service of the 
company. In extremely attractive for- 
mat, the pamphlet explains the various 
trust capacities—personal and _ corpo- 


rate—in which the institution serves, 
The United States Trust Co., organ- 
ized in 1853 with Peter Cooper as one 
of its original board of trustees. has 
been primarily a fiduciary company 
with—as the booklet—“our 
banking business (growing) quite nat- 
urally out of our trust services.” 


stated in 


Some attention-getting lines from re- 
cent trust advertisements are: 

“Your 
worst Executor” 


friend could be 
Paterson (N.J.) 
ings and Trust Company. 


best your 


Sav- 


“How to test the Ability and Experi- 
ence of the Executor of your Will”— 
Bankers Trust Company, New York. 

“Let your thoughtfulness live beyond 
your lifetime’—Valley National Bank, 
Phoenix. Arizona. 

“Good News for Small Estates”. 
Chase National Bank, New York. 

Large type copy for the latter ad- 
vertisement gives a quick explanation 
of the CTF: “Now through the Chase 
Common Trust Fund, small estates of 
$50,000 or less get investment advan- 
tages formerly available only to large 
trusts. 





AMERICAN Standard 


Rapiator = Sanitary 
Now York CORPORATION Pittsburgh 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared 
payable June 1, 1950, to stockholders 
of record at the close of business on 
May 24, 1950. 


A dividend of 25 cents per share on 
the Common Stock has been declared 
payable June 24, 1950, to stockholders 
of record at the close of business on 
June 2, 1950. 





JOHN E. KING 


Treasurer 








A quarterly dividend of $1.00 
per share has been declared on the 


$4 Cumulative Preterred Stoca 
payable June 15, 1950 to stockhold- 
ers of record at the close of business 
June 1, 1950. 

A quarterly dividend of $.50 per 


share has been declared on the 
Common Stock payable June 10, 
1950, to stockholders of record at 
the close of business May 27, 1950. 


CLIFTON W. GREGG, 
Vice-President and Treasurer 


May 3, 1950 
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N this, the second installment of his 
| Pees entitled “Consolidating Our 
Gains,” Gilbert Stephenson traces the 
evolution in the relations between the 
attorneys and life underwriters. In the 
next issue he offers a most constructive 
suggestion for the advancement of co- 
operative effort between all who are 
engaged in some form of estate work. 


Life Insurance Men and Lawyers 


The adjustment of relationships be- 
tween life insurance men and lawyers 
has followed the same general pattern 
—discovery, evolution, declaration. and 
implementation. 

The insurance trust led to the discov- 
ery that distinctive relationships existed 
between life insurance men and lawyers. 
So long as all insurance either was made 
payable in lump-sum to a named bene- 
ficiary or was left with the company 
under one of the options of settlement, 
life insurance men had no occasion, ex- 
cept in the very rare case of compro- 
mise or litigation, to deal with lawyers. 
But when policyholders began to put 
their policies in trust, life insurance men 
and lawyers discovered that they had 
distinctive relationships with each other. 
The policyholder’s lawyer drew the in- 
surance trust agreement. The life in- 
surance man aided him and the trustee 
in having the insurance proceeds made 
payable to the trustee. 


In the adjustment of their newly dis- 
covered relationships, life insurance men 
and lawyers had to go through a period 
of trial-and-error similar to that through 
which lawyers and trustmen and life 
insurance men and trustmen have gone. 
It was no more than to be expected 
that some lawyers as general advisers 
to their clients would advise them on 
insurance as well as other matters and 
sometimes would give them advice con- 
trary to that of their insurance adviser 
and sometimes, as to technical aspects 
of life insurance, unsound advice. It 
was as natural that some life insurance 
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ESTATE ANALYSIS 


in ACTION 


HEMAN T. POWERS 


Powers System of Estate Analysis, Cleveland 


men did not draw a clear line of de- 
marcation between insurance advice and 
legal advice and gave their policyhold- 
ers or prospective customers what really 
was legal advice and not always sound 
advice. 


In recent years the need for adjust- 
ment of relationships between life in- 
surance men and lawyers has been ac- 
centuated by the emphasis upon estate 
planning. Some life insurance men have 
not been careful to restrict their estate 
planning service to insurance matters. 
Some lawyers have not been careful to 
call in insurance counselors on insur- 
ance matters. 

On July 17, 1946, the National Con- 
ference of Lawyers and Life Under- 
writers was constituted by representa- 
tives of the American Bar Association 
and of the National Association of Life 
Underwriters. The stated purpose of the 
Conference is “to promote cooperation 
and understanding between life under- 
writers and lawyers and to eliminate, 
as far as possible, misunderstandings 
and causes for complaint by either 
against the other in relation to practices 
which do not appear to be in the public 
interest.” In 1948 the Conference issued 
a joint national statement of principles 
of cooperation between life underwrit- 
ers and lawyers. This statement is so 
recent that knowledge of its contents 
perhaps even yet has not become the 
common property of all life insurance 
men or all lawyers.' 


The Conference offers to aid in set- 
ting up joint conference groups of law- 
yers and life insurance men in the vari- 
ous states and localities. So far as is 
known, none. of these state or local 
joint conference groups yet has been 
formed. If or when they are formed, 
they will serve for lawyers and life in- 
surance men the same general purposes 
as life insurance and trust councils 
serve for trustmen and life insurance 
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men and joint conference committees 
for trustmen and lawyers. 


Accountants and Lawyers 


Adjustment of relationships between 
accountants and lawyers still is in the 
first period—that of discovery. Estate 
planning, particularly in the light of the 
Federal Revenue Acts of 1942 and 1948, 
rapidly is leading to the discovery of 
the fact that distinctive relationships 
between accountants and lawyers exist. 
Under these Revenue Acts the tax as- 
pects of estate planning are as much or 
mathematics than law. The ac- 
countant is thought to be more of a 


more 


mathematician than the lawyer usually 
is. Once more we are seeing trial-and- 
error come into play. 
It is natural that an 
working out the mathematics of an 


accountant in 


estate plan should advise both as to the 
tax effect and the legal effect of the 
plan. Thus the accountant, unintention- 
ally or perhaps reluctantly, finds him- 
self practicing law under the definition 
of practice in some states. This matter 
came to issue in New York State in 
1948 in the case of the York 
County Lawyers Association v. Bercu. 
The Appellate Division of the Supreme 
Court for the First Department, revers- 
ing the lower court, held that Mr. Bercu, 
in giving advice on tax law for pay, 
was practicing law. The issue and the 
decision show that there are relation- 
ships between accountants and lawyers 
which must, sooner or later. be adjusted, 
stated, and respected. 

This far as accountants 
lawyers have come in adjusting their 
relationships. It may be anticipated 
that, in due course, following discovery 
of the existence of relationships, the 
other three steps—evolution, declara- 
tion, and implementation—will follow. 


New 


is as and 


Tax Men and Estate Planners 


Two other groups that before long 
must adjust their relationships with one 
or more of the four preceding groups 
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are tax men and estate planning speci- 
alists. The relationships between tax 
men and lawyers still is to be adjusted. 
Each year between January 1 and 
March 15 persons open offices and 
offer to make income tax returns for 
small fees—$2 and up. In Massachu- 
setts, the Supreme Judicial Court has 
held that the making of simple returns 
in which all the income is from wages 
or salary is not the practice of law.” 


Estate planning as such is one of the 
latest of the professions. Until a few 
years ago estate planning was done by 
lawyers or life insurance men or trust- 
men only as a corollary to their primary. 
functions. For example, in the American 
Institute of Banking textbook on Trust 
Business, edition of 1944, estate plan- 
ning is listed as a function of trust in- 
stitutions which is corollary to settling 
estates, administering trusts and guard- 
ianships, and performing agencies. 


Recently, however, a rapidly increas- 
ing number of people have opened 
offices and now are holding themselves 
out to the public as estate planning spe- 
cialists. Some of them originally were 
life insurance men; others, lawyers: 
others, trustmen; and others, tax men. 
Grant now, for the purposes of this dis- 
cussion, that these specialists are render- 
ing distinctive and essential services 
which could not be rendered so well by 
members of any other group or by all 


of them combined. 

We are now at the beginning of the 
discovery. We hardly know 
what is the function of the estate plan- 


first step 


ner, as distinct from that of the lawyer. 
the life insurance man, the trustman. 
the tax man, or the accountant. There 
is little doubt that adjustment of these 
relationships will follow the same gen- 
eral pattern—-namely. discovery, evo- 
lution, declaration, and implementation. 


(To be concluded next month) 


Council and Other News 


ARLY in April 1 I had the pleasure 

of addressing some six hundred 
women who were in attendance at the 
“Women’s 
ducted by the Rhode Island Hospital 
Trust Co. of Providence. under the di- 
rection of C. B. MacGowan, Vice Presi- 
dent. | was deeply impressed with both 
the increased activity with respect to 
new wills and revisions of present ones 
and the interest in life insurance and 
its distribution which were reported 


Forum of Finance” con- 


“Lowell Bar Assn. v. Loeb, 315 Mass. 176, 52 
N. E. (2d) 27 (1943). 
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to the institution by attorneys and life 
underwriters. 

This project was not only productive 
of new business possibilities for the trust 
department but was a major contribu- 
tion to the members of the bar, life 
underwriters and to the community. It 
most assuredly demonstrated that if you 
want real activity, arouse the interest 
of the distaff side of the household. 

Gilbert Stephenson addressed the 
Fort Worth Trust Council on April 
27 on “Drafting Problems In Estate 
Planning.” 


The Hartford chapter of Chartered 
Life Underwriters conducted a semi- 
nar April 25th. A feature of the pro- 
gram was a panel on three-way coop- 
eration between the attorney, life un- 
derwriter and trust company. Basil Col- 
lins, vice president of the Old Colony 
Trust Co., Boston, represented the trust 
company side of the question and John 
Kellem, National Life of Vermont, New 
Caanan, the life underwriters. We are 
not advised as to who spoke for mem- 
bers of the bar. 

The Philadelphia chapter of Char- 
tered Life Underwriters conducted 
an educational seminar on “Wills and 


Settlement of Estates” April 20, under 





trust affairs of any size. 


TRUST DEPARTMENT 
Largest Trust Business in the West 


We take pride in our ability to provide 
staff, facilities, vaults, quarters and equip- 
ment capable of handling estate and 


the leadership of John Blessing, Profes- 
sor of Law on Decedents’ Estates, 
Temple University School of Law. Dur- 
ing the first period, the important pro- 
visions of a properly drafted Will were 
taken up point by point. The improve- 
ments brought about by the Wills Act 
of 1947 and the Fiduciaries Act of 
1949 were explained. Emphasis was 
centered on the practical information 
that an underwriter, or his client, should 
have with respect to provisions that 
should be included in his own Will: 
and why! 


During the second period, an actual 
case of a decedent was presented. The 
steps and procedures involved from the 
time of death to the final settlement of 
the estate were all explained. Then,— 
using this case for comparative pur- 
poses,—variations that frequently oc- 
cur in other peoples’ wills were pointed 
out. With each variation, the additional 
procedures, complications, and costs in- 
volved were specifically covered and ex- 


plained. 


William King, C.L.U., of the Fidelity 
Mutual Life Ins. Co., addressed the St. 
Louis Life Insurance and Trust 
Council on April 4, on the occasion of 
the 12th anniversary of the founding 
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of the Council. This meeting also 
marked the third annual Presidents’ 
month, when the Presidents of the local 
trust institutions are guests of the 
Council. Mr. King spoke on the rela- 
tionships between the life underwriter 
and the trust company. 


Paul R. Twigg, Jr., spoke 
Insurance Man’s 


Attorney 
on “Probating an 


Estate” at the April meeting of the De- 
troit Life Insurance and _ Trust 
Council. 


& & & 


Minneapolis Banks and 
Bar Reach Accord 


The action brought against the First 
National and Northwestern National 
Banks of Minneapolis by the Hennepin 
County Bar alleging un- 
authorized practice of the law, has been 
dismissed without prejudice, coincident 
with the signing of an agreement on 
April 24th which sets forth the prin- 
ciples to be observed in estate and 
trust matters. The agreement, 
which parallels the language of ihe 
Statement of Policies adopted in 1941 
by the American Bar Association and 
the American Bankers Association Trust 


Association, 


some of 


"EXAMINATION 
_ APPRAISAL 





Division, and previously adopted by the 
banks, is as follows, omitting the re- 
citals: 


Advertising by a trust institution 
which, in effect, merely states that the 
trust institution is authorized to act as a 
fiduciary in various capacities need not 
refer to lawyers. Advertising which goes 
further and invites the creation of fiduci- 
ary relationships through will or trust 
agreement with the trust institution, shall 
state in substance that the services of a 
lawyer are essential in advising as to the 
contents of and drafting the form of the 
instrument. If the trust institution ad- 
vertises as to its charges for services as 
executor or administrator, the advertising 
shall also state in substance that services 
of a lawyer are also necessary in connec- 
tion with its probate of an estate, and 
that the lawyer’s fees will be in addition 
to the trust institution’s charges. The 
trust institution shall not directly or in- 
directly offer to give legal advice or render 
legal services, and there shall be no in- 
vitation to the public in such advertising 
to bring their legal problems to such 
institution. The qualifications of the trust 
institution shall not be overstated or over- 
emphasized and it shall not be stated in 
such advertising that the trust institution 
has or may have knowledge or information 
superior to that of an individual. Refer- 
ences to lawyers shall in all instances oc- 
cupy a prominent position in such ad- 
vertisements, shall be clearly legible, and 
when practicable shall appear upon the 
first page thereof. The foregoing, so far 
as applicable, shall apply to oral, radio 
and other advertising as well as to printed 
and written advertisements. 

2. The trust institution at an_ early 
conference with the customer shall furnish 
to him a printed copy of this agreement 
and at the same time shall request the 
customer to arrange for the participation 
of his lawyer in future conferences, such 
participation to include consultation and 
legal advice in planning the proposed fi- 
duciary relationship, as well as the draft- 
ing by the lawyer of the requisite docu- 
ments. If the trust institution’s recommen- 
dation concerning the choice of a lawyer 
is asked, it shall urge the customer to se- 
lect his own lawyer. In no instance shall 
the trust institution show a_ preference 
in favor of any attorney or firm of at- 
torneys over any other attorney or firm 
of attorneys or suggest the employment of 
any particular attorney or firm of attorneys. 

3. It is recognized that in many in- 
stances discussion by the trust institu- 
tion with the customer discloses that the 
latter has a will; and it may be that in 
the interval between the execution of the 
will and the time of such discussion 
changes have taken place in the affairs of 
the customer, in the reasons for various 
of the provisions made in his will and in 
the law applicable to his situation, with 
the result that the will may require revi- 
sion. If the trust institution were to com- 
ment to the customer upon his will in 
the absence of the lawyer who drew the 
will, the lawyer may feel that such com- 
ment, coming in the light of changed cir- 
cumstances, might be interpreted as 
criticism of his work and prejudice his 


relations to his client. At the same time 
the trust institution should not be expected 
to forego all discussion with the customer 
merely because the latter has a will. How- 
ever, in observance of the professional re. 
lationship between the lawyer and _ his 
client, the trust institution, in all instances 
where the lawyer who drew the will is 
available, shall refrain from discussing 
the provisions of the will until the matter 
can be taken up with the lawyer, unless 
the customer shall definitely state that 
his relations with such lawyer have been 
terminated. In any instances where the 
relationship of such lawyer has not been 
terminated, the trust institution may dis- 
cuss the provisions of such will with its 
customer only (a) either with the approval 
of such lawyer, or (b) following the ex- 
piration of seven days after it has mailed 
a letter to the lawyer inviting him to 
participate in such discussions. 

4. To the extent that the trust institu- 
tion may have preliminary 
with its customer regarding any will or 
instrument of trust serving purposes sim- 
ilar to those of a will, such discussions 
shall not undertake to resolve decisions 
or determine a course of action to be 
taken by the customer, but all such mat- 
ters shall be reserved for determination 
by the customer with advice from his at- 
torney. However, the trust institution fol- 
lowing such discussions may prepare for 
the customer’s attorney a memorandum 
thereof, factual in nature, which shall be 
given to the customer’s attorney and with 
the attorney’s consent to his client. 


discussions 


5. A trust institution shall not prepare 
for its customer or prospective customer 
any will or testamentary disposition or 
instrument of trust ‘serving purposes sim- 
ilar to those of a will, or instruments con- 
stituting outlines thereof. Nothing herein 
contained shall prohibit the trust institu- 
tion, following its preliminary discussions 
with its customer, from conferring or co- 
operating with the customer's attorney in 
preparing any legal document, if such 
attorney is not, directly or indirectly, in 
the employ of the trust institution. 


The trust institution will not, in the 
interest of procuring its designation as 
executor or trustee, recommend or _ sug- 
gest to its customer that the latter forego 
the naming of an individual co-executor 
or co-trustee. 

7. The execution and attestation of a 
will or trust instrument serving purposes 
similar to a will shall be under the super- 
vision of the lawyer who drafted the 
document. 


8. In all legal matters involved in the 
administration of estates and trusts the 
trust institution shall employ, or if acting 
jointly with a co-executor or co-trustee 
shall recommend the employment of, the 
testator’s or donor’s or family’s lawyer in 
all instances where such lawyer is avail- 
able, unless there are compelling reasons 
to the contrary such as disqualification be- 
cause of interest or disability. The trust 
institution shall not recommend or sug: 
gest to its customer that he forego in- 
cluding in his proposed will or trust a 
recommendation that the fiduciary employ 
the customer’s lawyer to perform the legal 
services arising thereunder. 
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Trusteeship around the World: 2 


AMERICAN ESTATES IN ENGLAND 


H. D. G. TREW 


Manager, Trustee Dept., Westminster Bank Limited, London, England 


T may be of assistance to our friends 
on the other side of the Atlantic to 
explain some of the points of English 
law which govern the frequent situations 


their estate invested in England. or hav- 
ing some interest in an English trust 
fund or other property. An impression 
exists that English law, like the wigs 
of our Judges and counsel, is antiquated 
and old fashioned. While in some re- 
in that many anci- 
ent laws are still operative, and the de- 
cisions of the Courts may be influenced 
by cases hundreds of 
years ago—-nevertheless, it is surprising- 
ly up to date and adaptable to modern 
requirements. English law 
likened to the strata of the earth’s crust 
in which new layers of rock are laid 
down on the old, but at the outcrop. 
old and new appear side by side. 


spects this is true 


decided some 


may be 


Domicil 


One of the concepts of our estate laws 
most puzzling to Americans is the doc- 
trine of domicil. In all a man’s more 
personal activities, such as his age of 
legal majority, his matrimonial rights, 
his rights of inheritance and the devolu- 
tion of his property on death, the law 
to be applied is the law of his domicil, 
that is, of the country in which he has 
established his permanent home. which 
may or may not be the country of his 
birth or allegiance. 


As a general rule, a domicil of origin 
is derived from the father. and is re- 
tained throughout life until a domicil 
of choice is acquired. Two factors have 
to be considered, based on the 
facts—where he was born and lived; 
the other based on intention—where he 
intended to or settle 
down. Thus a person born in Germany 
of German parents who became natural- 
ized in England, went to America where 
he established his home, and died while 
on a visit to France, would in all proba- 
bility be domiciled in the United States. 


The vast majority of Americans dy- 


one 


make his home 
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r-— 


I 


where Americans die leaving a part of 


ing with property in England will, of 
course, be domiciled in the U.S.A., but 
the question will always have to be 
considered in the case of a person who 
settled in America from the United King- 
dom, or died there while on business; 
and in the converse case of an American 
dying in England after long residence. 
or a widow who may have acquired her 
husband’s domicil on marriage. 


The normal distinction of English 
law between real and personal property 
does not apply where foreign interest 
or domicil is concerned; the distinc- 
tion is then between immovable and 
movable property. Comprised in im- 
movable property are freehold lands, 
buildings and ground rents and lease- 
hold property, but not mortgages; all 
other property is regarded as movable. 


Immovable and Movable Property 


As to immovable property, the will 
must conform to the law of the situs and, 
therefore, be executed in accordance 
with the provisions of the English Wills 
Act of 1837. It must be signed by the 
testator in the presence of two witnesses 
and subscribed by the witnesses in the 
presence of the testator. A formal at- 
testation clause is not essential, but is 
desirable as it enables the will to be 
proved without production of evidence 
from the witnesses that the requirements 
of the Act were observed. 






<omacneen, 


T0< 


As to movable property, the law of 
the testator’s domicil governs (1) 
formal validity. i.e. the way in which 
the will is to be prepared and signed 
(2) capacity of the testator, i.e. his 
legal power to make a will (3) validity 
of the provisions of the will and its 
meaning. 


Thus if a testator is domiciled in a 
State the law of which required three 
witnesses, and leaves a will to deal with 
English assets signed in the presence of 
two witnesses, such a will would be in- 
operative here as although it conformed 
to the English Wills Act, it was not in 
accordance with the law of the domicil. 
There is an exception in the case of a 
British subject whose will is effective if 
it conforms to either British law or the 
law of the domicil or the law of the 
place where made. 


A person domiciled in a country or 
state where community of goods is re- 
cognized, or where a widow and child 
are entitled to a legal share of his prop- 
erty, can only make a will of English 
movables subject to the like restriction. 


If a person dies without leaving a 
valid will, or the will does not dispose 
of the whole of his property. immovable 
property devolves in accordance with 
the English Administration of Estates 
Act 1925: movable property devolves in 
accordance with the law of the domicil. 


337 





The Personal Representative 


If the executor or person entitled to 
a grant of administration is abroad, he 
can appoint an attorney in England to 
obtain a grant as attorney administrator. 
The personal representative derives his 
powers from the Court and is subject 
to its jurisdiction. An executor has in 
addition such powers and duties as may 
be imposed by the will. 

The personal representative is ac- 
countable to the Revenue Authorities 
for death duties and, to the extent of 
the assets in his hands, for the payment 
of debts and testamentary expenses. He 
must not distribute until all claims of 
which he has notice have been dealt 
with, and can protect himself by adver- 
tisement against claims of which he has 
had no notice. 


He is entitled at the expense of the 
estate to seek the guidance of the Court 
as to the course he ought to adopt when- 
ever. difficulties arise. It is not the ordi- 
nary English practice for accounts to be 
filed with and approved by the Court, 
although in cases of exceptional diffi- 
culty the administration may be con- 
ducted under the Court’s direction. 


Administration by Power of Attorney 


The foreign executor or the admini- 
strator appointed by the foreign court or 
the person or persons entitled to the 
estate can appoint an attorney to apply 
to the Court for a Grant which will be 
issued to the attorney on behalf of the 
Principal until the executor or other 
person entitled shall apply for and ob- 
tain a grant. 


If a minority or life interest is crea- 
ted under the will or intestacy, a grant 
can only be issued to not less than two 
individuals as attorneys or to a Trust 
Corporation. The Trustee Departments 
of Banks are entitled to act alone. Apart 
from the question of obtaining reliable 
and responsible private individuals to 
act as attorneys, there is always the risk 
that an individual appointed may die 
before completing the administration, 
involving delay and additional expense. 


An administrator is required to give 
the Court a performance bond for double 
the value of the estate and an individual 
must furnish approved sureties. A Trust 
Corporation’s own Bond is accepted 
without sureties. 


Practical Requirements 


With this legal background, an 
American executor can proceed to deal 
with English assets. If there is a will, the 
original must be produced, or if it has 


been proved in the appropriate Ameri- 
can Court, an authenticated copy, sealed 
and certified by the Court having cus- 
tody of the original and duly legalized 
by a British Consul, will be required. 

As it is practically inconvenient for 
the executor or administrator to apply 
to the English Court, he will probably 
appoint an attorney to apply on his be- 
half. The power must be under seal and 
executed before any credible witness 
without any formality other than the 
usual attestation clause. The following 
is a specimen form of Power of At- 
torney from a Foreign Company Execu- 
rets-— 


“WHEREAS of 
died on the day of 19, 
at having made and duly exe- 
cuted his last will and testament bearing 
date the day of 
19 , and thereof appointed the 

Company executor. 

AND WHEREAS the said Company is 
a Company duly incorporated under the 
Laws of the State (Kingdom) of and the 
registered office of the said Company is 
situate at 


NOW we, the said Company do hereby 
nominate, constitute and appoint 
of and 
to be our lawful at- 
torneys for the purpose of obtaining let- 
ters of administration (with the will an- 
nexed) of the estate which by will de- 
volves on and vests in the personal repre- 
sentative of the said deceased to be grant- 
ed to them for the use and benefit of the 
said Company and until further repre- 
sentation is granted. And we hereby prom- 
ise to ratify and confirm whatever our 
said attorneys shall lawfully do or cause 
to be done in the premises. 


In witness whereof the seal of the said 
Company was in accordance with the con- 
stitution and regulations of the said Com- 
pany affixed this day of 

ae 
The seal of the said ) 
Company was ) 
affixed hereto in ) 
the presence of ) 





Death Duties 
The Finance Act of 1949 simplified 


legacy and succession duty. leaving only 
the scheme of death duties by abolishing 
the Estate Duty. This is charged on a 
graduated scale on the capital value of 
all the property. If the deceased died 
domiciled in Great Britain, duty is 
charged on all property wherever situ- 
ated except immovable property situ- 
ated abroad. If the deceased died domi- 
ciled out of Great Britain, duty is 
charged on immovable property and 
movable property situated in Great 
Britain. 

The 1946 Anglo-American convention 
for the avoidance of double death duties 
affords considerable relief from English 
duty to the estates of persons dying 
domiciled in the United States. For the 
purposes of the convention the follow- 
ing assets of a domiciled American will, 
inter alia, be regarded as situated in the 
United States and exempt from British 
Duty: 

English Bank Balances 

Holdings in British Government and 

Municipal stocks, 
stocks, 
and loans of English companies 


Dominion and 
Colonial Debenture stocks 
Stocks and shares in companies hav- 
ing a register in England but in- 
corporated under the laws of an- 
other country. This includes most 
South African and Australian min- 

ing companies. 

These rules apply to funds held on 
Blocked Sterling Account and, by tak- 
ing advantage of permitted modes of 
investment, changes can be made from 
investments liable to British duty to 
those which are exempt. 

The costs and expenses will depend 
on the size and nature of the estate, 
but a Trust Corporation’s fees would 
normally not exceed 2‘ of the value 
of the fund, in addition to legal costs. 

A A A 


Foundation Disburses 


Approximately $90,000 will be dis- 
tributed this year to 136 Southern Cali- 
fornia charitable agencies and _institu- 
tions by the California Community 
Foundation, Dr. William B. Munro, 
chairman of the advisory committee, 
has announced. The foundation—a non- 
sectarian, perpetual trust--was founded 
35 years ago by the late Joseph F. Sar- 
tori, chairman of the board of the Se- 
curity-First National Bank of Los 
Angeles, who left the foundation the 
$1,000,000 residue of his estate. Se- 
curity Bank is trustee. 
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The Chase offers trust officers and others acting in 
fiduciary capacities a well rounded service in this 
type of investment. Inquiries will receive the per- 


sonal attention of experienced officers. 


Bond Department 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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TRUST PERSONNEL CHANGES 


CALIFORNIA 


Oakland—David J. Flynn and William 
T. Brockwell have been appointed assist- 
ant trust officers at CENTRAL BANK. 


San Francisco—BANK OF CALIFORNIA, 
N.A., elected Edwin E. Adams executive 
vice president at the head office, and ad- 
vanced Thomas L. McQuaid to vice pres- 
ident and manager of the Seattle office. 
Mr. Adams formerly held the position 
now given to Mr. McQuaid. Mr. McQuaid 
was elected an assistant trust officer in 
1944 and assistant manager in 1947. He 
is a past president of the Seattle Asso- 
ciation of Trust Men. 


DISTRICT OF COLUMBIA 


Washington — LINCOLN NATIONAL 
BANK promoted J. Frank Rice to trust 
officer, and appointed James P. Benfer, 
Jr., a trust officer .Mr. Benfer was for- 
merly a national bank examiner. 


GEORGIA 


Atlanta—A. Lindholm, of the business 
development department of FULTON Na- 
TIONAL BANK, has been advanced to as- 
sistant vice president. 


Atlanta—TrRusT COMPANY OF GEORGIA 
has elected Albert Vermont assistant vice 
president, and Norman S. Welch, trust 
investment officer. Mr. Vermont was for- 
merly associated with the trust invest- 
ment department of the GUARANTY TRUST 
Co., New York. Mr. Welch was also with 
the latter company before joining Trust 
Company of Georgia as manager of the 
security analysis department in 1944. 


ILLINOIS 


Peorgia — Frank C. Mayne, Jr., vice 
president and trust officer of CENTRAL 
NATIONAL BANK & TRUST Co., has been 
elected a director of that institution. 


Chicago—Albert E. Burton, trust of- 

ficer with 29 years of service, Dudley 
Hall, Jr., trust officer with 28 years, and 
Harry C. Birk, assistant secretary with 
42 years of service at CONTINENTAL ILLI- 
NOIS NATIONAL BANK & TRUST Co., re- 
tired on pension April 30. 
Chicago— Albert 
T. Belshé has join- 
ed the trust depart- 
ment of LASALLE 
NATIONAL BANK as 
assistant vice pres- 
ident and trust of- 
ficer. He formerly 
was vice president, 
secretary and trust 
officer of the Trust 
Company of Chicago which recently con- 
solidated with LaSalle. Mr. Belshé will 
continue to serve the trust accounts of 
the Trust Company of Chicago which La- 
Salle acquired. 





ALBERT T. BELSHE 
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INDIANA 


Indianapolis—Willis B. Conner, Jr., in 
charge of public relations at MERCHANTS 
NATIONAL BANK, has been promoted to 
vice president of that bank, and vice 
president of its affiliated INDIANA TRUST 
Co. 


MISSOURI 


St. Louis—Grace Mack resigned on 
May 10 from her post as advertising 
manager of MISSISSIPPI VALLEY TRUST 
Co., to be married. 


NEW JERSEY 


Camden — CAM- 
DEN TRUST CoO. 
elected George D. 
Cherry a vice pres- 
ident in the trust 
department, to suc- 
ceed the late Judge 
Clifford A. Bald- 
win. Mr. Cherry re- 
signed as vice pres- 
ident and trust of- 
ficer of FIRST NATIONAL BANK of Jersey 
City, where he served for 18 years. He 
is a graduate of Princeton University, 
Harvard Law School and Rutgers Grad- 
uate School of Banking. A past vice 
president for New Jersey of the Trust 
Division of the American Bankers Asso- 
ciation, he is presently a member of the 
Committee on Trust Information. He is 
also a past chairman of the trust com- 
mittee of the New Jersey Bankers As- 
sociation and presently a member thereof. 


GEORGE D. CHERRY 


Riverside—Charles B. Veghte succeeds 
the late H. G. Pancoast as president of 
RIVERSIDE TRUST Co. 


NEW YORK 


New York—BANKERS TRUST Co. elect- 
ed Richard Shields a vice president, and 
Everett Orr, Jr., an assistant vice pres- 
ident, to continue in their present as- 
signments in the investment research di- 
vision of the personal trust department. 


New York—William S. Gray advanced 
to the chairmanship and Robert E. Mc- 
Neill, Jr., to the presidency of CENTRAL 





WILLIAM A. ELDRIDGE 


R. E. MCNEILL, JR. 


HANOVER BANK & TRUST Co. Mr. Gray 
was previously president and Mr. Mc- 
Neill vice president. J. K. Olyphant, Jr., 








and William A. Eldridge, previously vice 
presidents, were elected vice chairmen. 


Mr. McNeill, who came to Central 
Hanover as a vice president in 1940, has 
devoted his entire business career to 
banking. He is only 44 years of age. Mr. 
Gray, now chief executive officer, has 
served as president since 1933. Mr. Oly- 
phant is head of the banking division; 
Mr. Eldridge, head of the trust division. 

New York—tTrust officers elected at 
City BANK FARMERS TRUST CO. were 
Kenneth A. Hackler and Reynal de St. 
M. Thebaud; assistant trust officers, 


Philip J. Orsi and Frank Noyes. Briant 
S. Cookman was elected assistant vice 
president. 


New York—IRv- 
ING TRUST Co. has 
announced the pro- 
motion of John F. 
MclIlwain from as- 
sistant vice pres- 
ident to vice pres- 
ident. Mr. Mcll- 
wain is a member 
of the Bank’s Per- 
sonal Trust Divi- 
sion with many years’ experience in the 
administration of estates. 


JOHN F. McILWAIN 


New York — 
MANUFACTURERS 
TRUST Co. appoint- 
ed Anthony J. 
Kearshes as trust 
officer in the pen- 
sion division of the 
personal trust de- 
partment. Mr. 
Kearshes has had 
extensive experi- 
ence in the field of pensions, having been 
associated many years with Aetna Life 
Insurance Company in pension and 
actuarial work. 

New York—Henry G. Diefenbach has 
been appointed vice president and comp- 
troller, and Ferdinand G. von Kummer, 
vice president of UNITED STATES TRUST 
Co. 


ANTHONY J. KEARSHES 


NORTH CAROLINA 


Charlotte—James B. Bostick will be- 
come trust officer of AMERICAN TRUST 
Co. on July 1. He is at present an assist- 
ant vice president in the trust division 
of CENTRAL HANOVER BANK & TRUST CoO., 
New York. 

Greensboro—C. M. Vanstory, Jr., has 
been elected president of SECURITY NA- 
TIONAL BANK to succeed N. S. Calhoun, 
who is retiring. Mr. Vanstory was vice 
president and trust officer of Security 
National before taking a post with 
Burlington Mills Corp., from which he 
resigned in 1947 to become executive 
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director of the Moses H. Cone Memorial 
Hospital. He was Mayor from 1945 to 
1947. For the present will continue in 
charge of the Hospital. 


PENNSYLVANIA 


Philadelphia — J. Harold Stephens, 
George N. Joynes and Thomas C. Hughes 
have been made assistant trust officers at 
TRADESMEN’S NATIONAL BANK & TRUST 
Co. Charles B. Zimmerling, assistant 
trust officer, retired after 64 years of 
service. 

Pittsburgh — FARMERS DEpPosIT Na- 
TIONAL BANK has elected Jesse G. Hamil- 
ton assistant vice president, to continue 
in charge of the corporate trust depart- 
ment. As of June 30, H. L. Flynn will 
head the new personal trust department 
as vice president and trust officer. Mr. 
Flynn is resigning as assistant vice pres- 
ident of CLEVELAND TRUST Co., in charge 
of its estate planning division. He was 
admitted to law practice in Ohio in 1931. 


Pittsburgh—William J. Wallace has 
been appointed an assistant vice pres- 
ident in the trust department of MELLON 
NATIONAL BANK & Trust Co., and Wil- 
liam H. Bierman and H. Pearce Wright 
were named investment officers. 


WASHINGTON 


Seattle—BANK OF CALIFORNIA, N.A.— 
See San Francisco. 


Seattle—Frank Nolan has béen made 
a trust officer of NATIONAL BANK OF 
COMMERCE. 


CANADA 


Montreal—J. Fraser Coate is manager 
of the newly established pension division 
of MONTREAL TRUST Co. 


Regina, Sask.—S. P. Gemmill has been 
appointed manager of the Regina office 
of TORONTO GENERAL TRUSTS, succeeding 
A. B. Imrie who is retiring on pension 
after 43 years of service. Mr. Gemmill 
is a graduate of the University of Man- 
itoba, and practiced law in Winnipeg 
prior to joining Toronto General Trusts 
in 1935. He is Hon. Lieutenant-Colonel 
of the 39th Field Regiment R.C.A. 


IN MEMORIAM 


FRANK M. Farris, president and or- 
ganizer of THIRD NATIONAL BANK, Nash- 
VILLE. 


LEVERETT E. FITTS, associate trust of- 
ficer of First NATIONAL BANK, St. Pe- 
tersburg, Fla. 


H. VERNON LEITCH, trust officer of 
BALTIMORE NATIONAL BANK. 

JOSEPH A. MCCARTHY, vice president 
and in charge of trust and agency 
division of the trust department of MER- 
CANTILE-COMMERCE BANK & TRUST Co., 
and a member of the trust investment 
committee of that institution. 


FRANK C. MCKINNEY, widely known to 
the trust and legal fraternities as legal 
editor of “Trust Companies Magazine” 
from 1911 to 1934, and author of several 
books including the state-by-state com- 
pendium on “Trust Investments” in 1914, 
died last month at the age of 71. A grad- 
uate of Ohio State with an L.L.B. from 
Columbia Law, Mr. McKinney was a 
member of the Ohio and later the New 
York bars, starting his career as in- 
structor in English at the University of 
Wisconsin and later engaging in private 
practice, with a period of service as an 
army officer attached to the General Staff 
during World War I. 


GEORGE B. SARGENT, trust officer of 
STATE STREET TRUST Co., Boston. 


EDWARD D. SMITH, former vice pres- 
ident in charge of the trust department 
of FULTON NATIONAL BANK, Atlanta. 

ROBERT SPIERS WALKER, vice president 
and trust officer in charge of the trust 
department of COLONIAL TRusT Co., Wa- 
terbury, Conn., and former president of 
Connecticut Trust Division of A.B.A. 


ARTHUR O. WHITE, trust officer of 
UNITED STATES NATIONAL BANK OF DEN- 
VER. 


> 2, & 


Rome, Ga.—C. H. Booker, vice pres- 
ident and trust officer of FIRST NATIONAL 
BANK, has been elected state vice pres- 
ident of the Trust Division, American 
Bankers Association. 


SPECIALIZING IN THE SETTLEMENT OF ESTATES 


FOR 63 YEARS 


Trust Funds over $275,000,000 


FIDELITY TRUST COMPANY 
PITTSBURGH, PA. 
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BRIEFS 


Maywood, Cal.—SeEcurRITy-First Na- 
TIONAL BANK of Los Angeles opened a 
branch with complete banking service, 
including trust. Lloyd McHaley is man- 
ager. 


San Francisco, Cal. — ANGLO CALI- 
FORNIA NATIONAL BANK opened a spac- 
ious annex to its head office at 1 San- 
some Street on April 3, to provide addi- 
tional room for several growing depart- 
ments, it was announced by President 
Allard A. Calkins. The trust department 
will add to its present quarters the space 
vacated by the foreign department. 


Louisville, Ky. — 
Earl R. Muir, pres- 
ident of LOUvIS- 
VILLE TRUST CO., 
was elected pres- 
ident of the Re- 
serve City Bankers 
Association at its 
annual session held 

EARL R. MUIR Florida, April 5th. 
Mr. Muir, who has also been active in 
the American Bankers Association, being 
a member of its Small Business Credit 
Commission, is Past President of the 
Kentucky Bankers Association and the 
Louisville Clearing House Association. 
Mr. Muir was President of the Kentucky 
Chamber of Commerce during its first 
two years of existence and is now Chair- 
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man of the Agricultural and Industrial 
Development Board of Kentucky. He is 
also a Director of the Kentucky Tax 
Research Association. 


Lexington, Ky.—For the second suc- 
cessive year, the farm and trust depart- 
ments of First NATIONAL BANK & TRUST 
Co. entertained 40 agricultural leaders, 
educators, members of the press, and suc- 
cessful farmers of Fayette County at a 
dinner in the Lafayette Hotel. 

Lexington, Ky.—H. LeRoy Austin, vice 
president of Security TRUST Co., has 
been elected treasurer of the Community 
Chest. 


New York, N. Y.—Alexander E. La 
Pointe, vice president in charge of the 
trust department of TITLE GUARANTEE & 
TRUST Co., was elected to the board of 
directors of Bush Terminal Building Co. 


MERGERS 


San Francisco, Cal—AMERICAN TRUST 
Co. has absorbed Bank of Woodland Na- 
tional Association, and Yolo County Sav- 
ings Bank, both in Woodland. 


Asbury Park, N. J.—Officials of the 
ASBURY PARK NATIONAL BANK & TRUST 
Co. and SEACOAST TRUST Co. have recom- 
mended to shareholders the consolidation 
of the two institutions under the name 
of the former. All officers and employees 
of both banks will be retained. 


Subject to approval of the Comptroller 
of the Currency and stockholders, the 
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Top-ranking Japanese jurists were guests recently of Chicago Title 





and Trust Co. at a 


luncheon and tour of its offices and operating departments. These jurists are guests in this 

country of the Institute of International Education established to promote international 

understanding through educational exchange. The Institute has been given the responsi- 

bility for the administration of several projects of the Army’s Far East Command Exchange 

of Persons program for Japan. The picture shows the jurists as well as top officials of 

the trust company and representatives of the Chicago Bar Association, hosts during the 
formers’ visit. 


merger would create the largest bank in 
Monmouth County. Asbury Park Nation- 
al has trust assets of over $3 million. 

Newark, N. J.—NATIONAL STATE BANK 
directors voted to take over the ORANGE 
First NATIONAL BANK, Orange, on June 
1, subject to approval of two-thirds of the 
latter’s stockholders. The Orange bank 
will be maintained as an office and M. 
Raymond Riley, president at Orange now, 
will become assistant vice president in 
charge. 

Turtle Creek & Pittsburgh, Pa.—MEL- 
LON NATIONAL BANK & TRUST Co. of 
Pittsburgh absorbed the TURTLE CREEK 
BANK & TRUST Co. and established a 
branch office there. 


Montreal, Can.—Consolidation of SUN 
TRUST Co. and the TRUST COMPANY OF 






AMERICA with the ADMINISTRATION & 
Trust Co. (Society d’Administration et 
de Fiducie) has become effective as 
previously reported (T&E 7/49, 446). 
Joseph A. Simard, former president, Sun 
Trust, is president of Administration & 
Trust Co., while E. L. Patenaude has be- 
come chairman of the board. Joseph H. 
Chretien is general manager. 





JOSEPH A. SIMARD JOSEPH H. CHRETIEN 
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Ancillary Administration in Michigan 


This bank invites your consideration of its facilities to serve 
in situations requiring ancillary administration in Michigan. 
We also welcome the opportunity to work with out-of-state 
organizations as co-transfer agent, co-registrar and in all types 
of personal and corporate trust capacities. 
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New Women’s Forums 
Reported 

Growing appreciation of the effective- 
ness Of financial forums for women is 
evidenced by the increasing number of 
banks using this medium. Among re- 
cent forum announcements are: 

Newark (N.J.) Trust Co., which 
js conducting a series that will run 
through May 18th, and will cover “You 


and your Bank,” “Life Insurance,” 
“Real Estate.” “Wills, Trusts and 
Taxes.” and “Investments.” 


Hartford-Connecticut Trust Co., 
which is conducting five lectures on 
“Personal Financial Management.” “In- 
“Life Insurance and Social 
“Wills, Trusts and 
ant “Planning for Future Security.” 


Merchants National Bank and 
Trust Co., ~ we 
course runs for three weeks and covers: 
“What 
“Wills 


7° 
vestments, 


Security, Taxes.” 


Syracuse, whose 


and Other Financing.” 


Means.” 


“Home 
a Bank Statement 
and Estates.” 


and 


Trust Co.. Greenwich. 
starts May 15th 
lectures on sub- 


Greenwich 


Conn.. whose series 


and consists of four 
jects of interest to women who own in- 
real estate and other 


vestments. prop- 


erty. 

Reaching out for an even wider audi- 
the Kentucky Bankers 
ation, 
Station 


ence. Associ- 


broadcast 
Wednesday 
“Banks 
“Checking Accounts 
Pay - As - You- Go 


coordinated a_ radio 
WLOU 
morning for six weeks, covering. 
and Bank Service,” 
Bank by Mail 


over every 


17 


Checking Accounts,” “Mortgage Loans,” 
“Trust Services,’ and “Loans.” The 
program was developed as a result of 
a poll through the midwest, which dis- 
closed that explanations of banking and 
finance, as they affect women and the 
home, headed the list of subjects wo- 
men listeners wanted to hear. 


A A A 


Trust Development School 
Requires Talk 


The curriculum and faculty for the 
1950 session of the Trust Development 
School at Northwestern University 
School of Commerce under the sponsor- 
ship of the Trust Division of the Illi- 
nois Bankers Association has been com- 
pleted. Victor Cullin. 
chairman of the School Committee and 
vice president of the Chicago Title and 
the three weeks’ course this 
vear offers many improvements over the 


According to 


Trust Co.. 


previous four years that the course has 
been given. 


Harold J. Clark, Chicago Attorney 
who is Director of the School, an- 


nounced the first annual speech contest, 
an added the school this 
year where all students taking the course 
will be required to prepare a fifteen 
minute talk on some phase of estate 
planning suitable for delivery before 
a businessmen’s group or service club. 

W. W. Hinshaw. Jr.. president of the 
Trust Division and vice president of 
the City National Bank and Trust Co. 
of Chicago, stated that the School will 
open August 14. and close September 1. 
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Provident Holds Correspondent 
Trust Meeting 


Some 200 bankers from Pennsy]l- 
vania, New York, New Jersey and Dela- 
ware attended the Mid-Century Corre- 
spondent Bank Conference held on 
April 11-12 by the Provident Trust Co. 
of Philadelphia. The informal, round- 
table discussions were divided under the 
main headings of “Banking” and 
“Trusts.” 

Four principal topics were dealt with 
at the trust conference. Vice president 
Robert Coltman led a round-table on 
investment problems; trust officer John 
H. Zane and trust operations officer J. 
Norman Miller one on trust operations; 
vice president L. W. Van Meter and 
assistant trust officer W. Arthur Dill a 
third on administrative and legal sub- 
jects. A general review of the Fiduciar- 
ies Act of 1949 was made by real estate 
oflicer W. D. Fuller and James G. 
Schmidt of Commonwealth Title Co. 


In addition to these main subjects, 
fifteen trust department officers held 
themselves available for desk-side talks 
on special phases of trust work, taxes, 
new business and estate planning. 


A A A 
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The Capitalabor Team 


Bankers Club To Study 
Current Problems 


Using a combination of films, lectures, 
debates and printed material, the Bank- 
ers Club, employee organization of The 
Bankers Trust Co., New York, has 
launched a new educational program that 
will cover “the dynamic changes taking 
place in the world today.” Topics antici- 
pated are such as The American Way 
of Life, Democracy vs. Totalitarianism, 
Communisms, Socialism, A Free Enter- 
prise System vs. A Planned Economy, 
Socialized Medicine, State Health and 
Accident Insurance, Old Age and Social 
Security Benefits, Unemployment Insur- 
ance, Taxation, Federal Aid to Education, 
Labor and Capital. Impartial and factual 
information will be presented. 


States Feel Benefit Pinch 


States are feeling the financial pinch 
that goes with lower employment accord- 
ing to U. S. News & World Report. In 
1949 the trend of benefit payments was 
upward averaging some $1.76 each $1 
collected for the purpose. In 1948 the 
ratio was 79 cents $1 collected. Change 
of ratio is laid to increased unemploy- 
ment since tax payments into the funds 
were almost as large in 1949 as in 1948. 
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Company Gives Stock 
To Affect Economic Views 


When the Automatic Screw Machine 
Co., Chicago, discovered seeds of non- 
capitalistic philosophy among its work- 
ers, it resorted to an original and com- 
pelling method to combat it, according 
to John Norman, Vice President of the 
company in The Exchange. The Christ- 
mas bonus, last year, was not in cash but 
in stock of 14 companies listed on the 
New York Exchange. A covering letter 
explaining stock ownership accompanied 
the certificates which were registered in 
the employees’ names and mailed to their 
homes. First reaction was puzzlement fol- 
lowed by comprehension. Interest in stock 
tables became evident, and while “it 
would be wishful thinking to say that we 
can detect an awakened awareness of 
economic and political matters,” contin- 
uous interest in financial pages is ex- 
pected to bring a broader insight into the 
workings of the American economy. 


Wall Street Workers Move 
For Industry Pensions 


United Financial Employee (AFL) 
won a National Labor Relations Board 
representative election among the New 
York Stock Exchange general offices, by 
98 to 41, in mid April. This is the first 
time the union has gained the right to 
represent all employees of the Exchange. 


The union is urging an _ industry- 
financed welfare plan for pensions and 
unemployment benefits covering Wall 
Street security house personnel. Plans 
are still in the formative stage, but the 
union has recommended that contribu- 
tions from all commissions earned by 
brokerage companies be put into a fund 
with first payments for it as “low” as 
$125 a month for employees retiring at 
age 65 after at least 25 years service in 
Wall Street. Pressures so far are not 
high but are expected to intensify when 


a majority of Wall Street workers are 
behind it. 


Profit-Sharing Brings 
Increased Efficiency 

A high rate of productivity, decrease 
in scrap and waste, and elimination of 
willful absenteeism is the result of cash 
and retirement benefits earned through a 
profit-sharing plan at Daisy Manufac- 
turing Co.’s air rifle plant, according to 
Dwight C. Baird in Mill & Factory. Un- 
der the plan the company guarantees 
payment to its employees of an amount 
equal to 30% of operating profits before 
taxes, half of it is paid in cash the other 
half is deposited with a trust company 
to serve as a retirement fund. Retirement 
funds are credited to individual workers 
on a point system. 


Payment of the cash dividend is made 
semi-annually, and into the retirement 
fund annually. Profits are calculated 
monthly and “thermometers” in each de- 
partment are marked to show how much 
employees have earned under the plan. 


Pension Plans Must Be 
Custom Built 


A warning that there is no ready-made 
employees’ pension plan available for all 
corporations is issued by Commerce 
Clearing House as it discusses the many 
problems faced by labor-management 
bargainers in its new booklet “Blueprint- 
ing the Pension Plan.” (127 pp., $1.00.) 
All the key provisions of pension agree- 
ments must be tailored to the needs, 
the potentials and the employment 
situation in each company, the CCH 
outline emphasizes. This is because of 
the multiplicity of federal and states laws 
that may affect the operation of such 
plans, now and in the future. 


The obvious business considerations of 
finances, age of employees and average 
length of employment faced by each com- 
pany, are strong determining factors, 
but there are others including taxes, 


social security, S.E.C. regulations, labor 
laws, blue sky legislation, etc. 
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0 COMPLETE 

¢ BANKING AND TRUST 
( SERVICES TO MEET 
TODAY’S NEEDS 





( As trustee under individual or pension trusts—as 
d executor, administrator or in any trust capacity—Irving 
( Trust Company is geared to give prompt and efficient 


service. More important, the affairs of its beneficiaries 


j are handled by specialists with the practical experience 
j and foresight to keep an eye to the future in meeting 
) the needs of today. 


IRVING (‘TRUST 





R ONE WALL STREET - NEW YORK 15, N.Y. 

( Capital Funds over $118,000,000  « ~~ Total Resources over $1,100,000,000 

( WittiaAM N. Enstrrom, Chairman of the Board Ricuarp H. West, President ( 
4 Personal Trust Division ( 


) Grorce A. Murpuy, Vice President in Charge ( 





MEMBEK FEDERAL DEPOSIT INSURANCE CORPORATION 
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Provident can call upon 85 
years of trust and banking 
experience while helping to 
solve your problems in the 


Philadelphia area. 


Provident Trust 
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MEMBER OF FEDERAL RESERVE SYSTEM 


BANK 
OF 
NEW YORK 
AND 
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BANK 


Founded 1784 


FOUR CONVENIENT OFFICES 


48 Wall Street 
530 Fifth Avenue 


63rd Street and Madison Avenue 


73rd Street and Madison Avenue 


Member Federal Deposit Insurance Corporation 











MEET KING JOE 


Why the American workman is king hundreds of horsepower that increase 
of all the workingmen of the world, is his production capacity thousands of 
the theme of a humorous but realistic _ times. 
technicolor short film which was _ pro- The American process of investing 
duced by Metro-Goldwyn-Mayer, under millions of dollars in plant and equip- 
the title, “Meet King Joe.” The animated ment is developed and the principle of 
cartoon is straight-from-the-shoulder ma- investment is clearly and effectively ex- 
terial showing that while Joe is not plained. Picturing the relationship be- 
smarter or stronger than workers in tween capital and labor is made pain- 
other countries, giant machines give Joe less and informative. 


Joe’s grandfather worked in the carriage Capital, labor and management working to- 
factory until someone invented the gas buggy. gether have provided the greatest and most 
Then he was out of a job. productive working team in history. 


But it is a fact for every job a new industry Continual flow of investment dollars buy 


displaces, many more are created. Joe’s the tools and build the plants that make 
father got a better job. American worker; king of them all. 





$20,000 worth of equipment is behind each Joe’s grandfather worked 80 hours a week; 
American railroad worker; 10 cents worth but Joe has tools that produce incalculably 
for the average Chinese coolie. more and in a fraction of the time. 
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CrisPIN OGLEBAY, noted sportsman, 
philanthropist and chairman of Oglebay, 
Norton & Co., one of the largest opera- 
tors of iron properties, Great Lakes 
vessels and dock facilities, left the bulk 
of his estate, estimated at over one 
million dollars, to a trust which he had 
created a few years before his death. 
This trust was established for the bene- 
fit of the Cleveland Foundation, with 
the proviso that one-half thereof is to 
be used for Western Reserve Univers- 
ity, Mr. Oglebay expressing the desire 
that three fourths of it be applied for 
the benefit of the school of medicine. 
The other half is to be employed, in 
the discretion of the Foundation’s dis- 
tribution committee, for the develop- 
ment of public educational and cultural 
activities at Oglebay Park in Wheeling. 

To his sister Kate, the unmarried Mr. 
Oglebay gave the life use of his real 
estate at Gates Mills. Ohio. plus all 
tangible personalty other than his rid- 
ing horses—bequeathed to his cousin 
and his well known racing stable which 
the executor was directed to sell. Miss 
Oglebay is to maintain the establish- 
ment out of funds made available io 
her under the trust created during his 
lifetime. Upon her death or the trustee's 
prior determination to sell, after mak- 
ing other provision for her residence, 
the property is to be sold and the pro- 
ceeds turned over to the Ek. W. Oglebay 
Memorial Fund. 

Cash bequests were made to Western 
Reserve University—the balance ($20,- 
000) of a $30,000 pledge for a program 
of biological experimentation; to eight 
individuals—$5,000 each; and to such 
other employees as would be designated 
by the cousin—not over $10,000 in all. 

Centra! National Bank of Cleveland 
was named execulor and trustee under 
the will as well as the living trust. 


RicHarD T. GREENE, a trustee of 
Rutgers University and former presi- 
dent of the Montclair (N.J.) Board of 
Education. gave three faithful employ- 
ees a total of $4,500. For his daughter 
Charlotte the noted attorney established 
a trust fund of $50,000, with his son 
and Lawyers Trust Co. of New York 
as trustees, to pay her the income and 
so much of the principal as may be 
necessary to make up $600 quarterly. 
Upon her death, the fund is to be 
paid to her issue. 


The remainder of the estate was also 
placed in trust to pay the income to Mrs. 
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WHERE THERE'S A WILL 


Greene who is given the free lifetime 
use of their town residence and sum- 
mer place on Cape Code. At her death, 
up to $150,000 is to be divided equally 
among two other daughters and the son. 
If any excess remains, one-fourth there- 
of is to be added to the trust for Char- 
lotte, and one-fourth each outright to 
the other three. No legacy was given 
to another’ daughter or her children 
since “they are otherwise amply pro- 
vided for.” The trustees are executors. 


Morton E. FincuH, president of the 
American Snuff Co. until his _retire- 
ment last year, in his will confirmed 
that title to all household furniture, 
pictures, silverware, etc. is in his wife 
to whom he bequeathed all other per- 
sonal effects in his name. After a de- 
vise of certain realty in Virginia to a 
niece, Mr. Finch, who early in his 
career served in the law department of 
the American Tobacco Co., placed the 
residue of his estate in trust with the 
National Bank of Commerce in Mem- 
phis, which he also named sole executor. 

Mrs. Finch is to rece.ve ihe income 
and so much of the principal as the 
trustee deems necessary to meet emer- 
gencies or to properly maintain and 
support her “according to her station 
in life or the style of living to which 
she may be accustomed.” The trustee’s 
decision is to be conclusive on the bene- 
ficiaries. It is provided that all income 
taxes resulting from capital gains are 
to be paid out of the trust principal. 
During her lifetime, Mrs. Finch is to 
have the use of their home. with ex- 
penses of maintenance to be borne by 
the trust. Upon her death, the principal 
will be shared by a son and a daughter. 


ALEXANDER S. BANKS, one of the na- 
tion’s certified public accountants and 
called “the man who audited the 
A.E.F.”, left his estate, after cash be- 
quests totalling $16,500 to his brothers, 
sister and employees, in trust to pay 
the income to his wife. The former pres- 
ident of the American Society of 
C.P.A.’s provided that after Mrs. Banks’ 
death, the fund is to continue in separ- 
ate trusts for his children for their re- 
spective lives, with the principal there- 
after payable to their issue. If there 
are no issue, the estate will be given 
to The Glasgow (Scotland) Account- 
ants’ Benevolent Association. Mr. Banks’ 
son-in-law and Chemical Bank & Trust 
Co. of New York were appointed exec- 
utors and trustees. 
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CURRENT LITERATURE NOTES 


Books 


Institute on Federal Taxation (No. 8) 


MATTHEW BENDER & CO., Albany, N. Y. 
1361 pp. $22.50. 


Here indeed is a “must” volume for 
anyone concerned with Federal taxation. 
It contains top-flight discussions of more 
than a hundred topics by outstanding 
lawyers and accountants in this special- 
ized field, presented originally during 
the two-week session conducted last 
November in New York by the Division 
of General Education of New York Uni- 
versity, the eighth in this nationally 
recognized annual series. 


Among the subjects of particular in- 
terest to this audience are the following 
(with the number of papers included 
therein shown in parentheses): Estate 
Tax Planning (13); Problems of the 
Stockholder and His Corporation (16) ; 
Personal and Family Income Tax Prob- 
lems (18). In the first group are such 
timely topics as: Common Disaster, Dis- 
claimer and Formula Clauses under the 
Marital Deduction, by Joseph Tracht- 
man; Estate Tax Valuation of Closely- 
Held Interests, by Edward N. Polisher; 
Section 115(g) and the Disposition of 
Closely-Held Business Interests, by Lloyd 
W. Kennedy; Use of New Insurance Op- 
tions under the Marital Deduction, by 
Raymond W. Hilgedag; and Consider- 
ations in Determining How Much Mar- 
ital Deduction to Use in a Will, by George 
B. Lourie. 


In the second group is an unusual 
paper by Oliver W. Hammonds on Ex- 
pansion and Contraction of Corporate 
Operations: How to Buy Out a Stock- 
holder. Among the excellent articles in 
the third category is one on How Trusts 
Best Serve to Get a Division of Family 
Income, by Leopold Schorr. 


Connecticut Probate Practice (Vol. 
3: Death Taxes) 
WILLIAM S. LOCKE & P. CORBIN KOHN. 


Little, Brown & Co., Boston, & Baker, Voorhis 
& Co., New York. 240 pp. $6.00. 


This third volume makes its appear- 
ance prior to publication of the first 
two in response to professional demand 
for an authoritative work covering all 
phases of Connecticut death taxes. Fol- 
lowing a history of the applicable statutes 
and the nature of state death taxation, 
the book analyzes problems under the 
succession tax: taxable transfers, types 
of property affected, exemptions, deduc- 
tions, procedure, computation and pay- 
ment of the tax. Penalty and estate 
taxes occupy the concluding chapter 
along with a discussion of the Proration 
Acts, Federal and State. 


Valuable appendices contain a check 
list for procedure, mortality table, an 
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approved tax clause for wills, and forms 
for various reports and decrees relating 
to taxes. Provision for pocket part up- 
keep service will insure continuously ex- 
cellent coverage of this important sub- 
ject. 


Present Day Banking 1950 


American Bankers Association, New “York. 


474 pp. . 

This volume provides a summary of 
banking developments during the past 
Association year and the outlook for the 
future. The book, similar to those pub- 
lished during the past two years, re- 
views and interprets current develop- 
ments in banking. Its fourteen chapters 
are: The Year and The Outlook, Credit, 
Investments, Legislation and Taxation, 
Public Relations, Banking Education, 
Operations and Management, Insurance 
and Protection, Savings Services, Trust 
Services, State Banks, National Banks, 
State Associations, and Organization. 

The chapter on trust services traces, 
among other things, the Shattuck-Head- 
ley “debate” over the function of trustee- 
ship, the work of the Costs and Charges 
Committee, new business trends and leg- 
islation. 


ARTICLES 


A Critique of Estate and Gift Tax- 
ation 


California Law Review, March. 


This entire issue is devoted to an 
analysis of estate and gift taxation from 
the viewpoint not only of present appli- 
cation but also of possible future re- 
vision. The seven articles, each by an 
outstanding authority and all but the 
sixth dealing with both taxes, are: Intro- 
duction to Revision, by Stanley S. Sur- 
rey; Retention by the Federal Govern- 
ment, by Harold M. Groves; Impact on 
Property Disposition, by Charles Looker; 
Impact upon Disposition of Community 
Property, by Walter L. Nossaman; The 


“And try to get your mind off your 
health, the international situation, your 
domestic troubles, taxes,.the weather, 


business, and the high cost of living.” 
Copyright 1950 Cartoons-of-the-Month 





Approaching Crisis, by Adrian DeWind; 
Estate Taxes and the Family-Owned 
Business, by C. Lowell Harriss; and 
What Alternatives? by Harry J. Rudick. 


Valuation of Close Held Stocks: A 
Lottery in Federal Taxation 
RALPH S. RICE. Univ. of Pennsylvania Law 
Review, February. 

The professor examines the theory un- 
der which determinations of “value” have 
been left to the largely uncontrolled dis- 
cretion of the Commissioner and the 
courts. He reviews the actual operation 
of the theory and suggests a practical 
method for improving the present sys- 
tem of Federal tax valuation of stocks 
as to which no market data are avail- 
able. This suggestion would eliminate 
reference in the regulations to “all rele- 
vant factors” and substitute a specific 
formula based on asset value of the is- 
suing corporation. 


Custodian Services and Other Ex- 
penses as Chargeable to Trust 


Funds 


WILLARD R. BROWN. New York Law Jour- 
nal, March 2. 


The extent of the assistance which an 
individual fiduciary will seek in the man- 
agement of the estate or fund depends in 
many situations upon whether the ex- 
pense involved may be charged against 
the fund. The specific items discussed in 
this article are safe deposit boxes, cus- 
todian fees, investment advice, clerical 
employees and accountants. 


Standing to Contest Wills Violating 
Charitable Bequest Statutes 


Note, Columbia Law Review, January. 


Eleven jurisdictions impose restrictions 
on charitable bequests, either as to the 
amount or the time of execution of the 
will, or both. In most of these, it has 
been held that a devise in violation of 
the statute is voidable, not void, and the 
courts must determine who may chal- 
lenge the validity thereof. This note ex- 
amines the varying decisions, particularly 
the peculiar rule in California. 


Barred Estate Tax Refunds 
WILLIAM K. STEVENS. Taxes, March. 


The privilege of seeking estate tax 
refunds under the Technical Changes 
Act of 1949 makes it important to ex- 
amine the current law on closing agree- 
ments and compromises. In any of the 
three different situations a refund may 
be barred by a closing agreement or com- 
promise but before so concluding it 
would be wise to make certain that the 
settlement actually meets the tests of 
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Sections 3760 or 3761 of the Internal 
Revenue Code, which are explored in 
this article. 


OTHER ARTICLES 


The Executor, the Administrator and 
the Tax Collector, by Ralph R. Bailey 
& Thomas B. Stoel: Oregon Law Re- 
view, Feb. 

Adequacy of Consideration (for Fed- 
eral Estate and Gift Taxation) in 
Transfers Connected with Divorce Pro- 
ceedings or Separation Agreements 
(Comment) : Michigan Law Review, Apr. 

Gifts over on Death Before Distribu- 
tion under New York Rule against Per- 


petuities (Note): Columbia Law Re- 
view, Feb. 
Disclaimers in Federal Taxation 


(Note): Harvard Law Review, Apr. 

Subscribing Witness who Has an In- 
terest under a Will, New York Law 
Journal, Mar. 27-29. 

Probate of Wills in Pennsylvania, by 
A. J. White Hutton: Dickinson Law Re- 
view, Mar. 

New Florida Apportionment of Estate 
Taxes (Note): University of Florida 
Law Review, Spring. 

Federal Estate Tax: Section 811(c) 
Revisited, by Richard B. Stephens, /bid. 

Federal Estate Tax Administration, 
by C. Lowell Harriss: Taxes, Apr. 


Tax Treatment of Payments to Widows 
of Deceased Employees, by Benjamin 
Harrow: N. Y. Certified Public Account- 
ant, March. 

Changing the Beneficiary of a Life 
Insurance Contract, by Grover C. Gris- 
more: Michigan Law Review, March. 


Opportunities in the Trust Field, by 


Albert Journeay: Banking, Feb. & 
March. 
Charitable Foundations, Tax Avoid- 


ance and Business Expediency, by Ber- 
rien C. Eaton, Jr.: Virginia Law Re- 
view, Nov. & Dec. (Expansion of article 
in Oct. 1949 T&E.) 

Pensions — What’s Ahead for the Life 
Underwriter?, by Richard W. Thoring- 
ton: Journal of C.L.U.’s, March. 

Taxation of Renewal Commissions, by 
Henry Blumberg: Jbid. 

Key Man Life Insurance and the Bus- 


iness Enterprise, by Robert I. Mehr: 
Ibid. 
Personal Liability — A Bogeyman for 


the Estate Fiduciary, by Richard P. Had- 
ley: Taxes, Feb. 

Irrevocable Trusts, by M. N. Fried- 
land, Jbid. 

Divorce and Gift Taxes, by L. William 
Seidman, J/bid. 

Trusts for Unincorporated Associa- 
tions — Legal Entity and Perpetuity: 
Note, Virginia Law Review, Dec. 


Wy 


y, 


Current Importance of Estate Plan- 
ning, by Edward N. Polisher: Tazes, 
March. 

Extent of Trustee’s Duty Not to Com- 
pete: Note, Columbia Law Review, Jan. 


Trustee’s Liability Where Concerted 
Action has Prematurely Terminated 
Spendthrift Trust: Note, Virginia Law 
Review, Nov. 


A A A 


Fiduciary Income Tax Panel 


Pleased by the success of its panel 
discussion last year, Title Insurance and 
Trust Co. of Los Angeles will again hold 
an afternoon session on June 15 at the 
Philharmonic Auditorium on the subject: 
“Income Tax Problems in Estates and 
Trusts.” The audience will be limited toa 
attorneys, trust personnel, accountants. 
and advanced life underwriters concerned 
with the integration of life insurance 
with the general estate. Walter L. Noss-~ 
aman, California legal editor for TRUSTS 
AND ESTATES, will once more preside over 
a panel of 20 outstanding members of the 
California State Bar, including Dana 
Latham, president of the Los Angeles 
Bar Association. 

There will be no addresses but T&E 
plans, as it did last year, to publish a 
transcript of pertinent portions of the 
proceedings. 
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INCOME TAX 

Income in respect of decedent taxable 
to estate though community property 
involved. Decedent, resident of Texas, a 
community property State, left stock in 
a theatre, half of which he had in- 
her ted from his mother. Thus, one-half 
was his separate property. Other half 
was acjuired during his marriage and 
was, therefore, community property. 
Some time afier divorce from his wife, 
decedent, in order nct to lose control 
of stock, made an agreement with her, 
under terms of which she was to re- 
ceive $60 weekly and at least $35,000 if 
theatre was sold. 

After decedent’s death, income from 
theatre was $28,923. Commissioner de- 
termined that this was taxable in its 
entirety to estate. Executor con‘ended 
one-quarter of income was taxable to 
divorced wife. To be on safe side, Com- 
missioner also assessed tax against di- 
vorced wife on one-fourth of income. 


HELD: Income taxable in its entirety 
to estate. Record indicated that income 
in question was used to liquidate in- 
debtedness of theatre in such a manner 
as to increase equity of decedent’s 
estate in property but not to benefit 
divorced wife or to increase her equity 
therein. Est. of Horwitz v. Comm., C.A.- 
5, March 11, 1950. 


Where wife received gift of stock 
from husband, gain on dissolution was 
taxable to her. Taxpayer owned 148 
shares of stock of 150 outstanding in 
automobile sales company, wife owning 
other two. On September 23, 1944, tax- 
payer transferred 73 shares to his wife 
as a gift. On September 30, 1944, pursu- 
ant to action taken at a special meeting 
of stockholders held the day before, 
corporation was dissolved. On same date, 
taxpayer formed a partnership, for op- 
eration of automobile agency. They filed 
separate income tax returns for 1944 
and each reported a capital gain of 
$5,851 from dissolution of corporation. 
Commissioner determined that entire 
capital gain was taxable to husband and 
assessed deficiency. 

HELD: Transfer represented valid 
gift of stock, not merely gift of income. 
Refund granted. Commissioner’s conten- 
tion that, where all details regarding 
-disposal of property have been com- 
pleted prior to intra-family transfer, 
-donor-transferor cannot escape tax on 
gain arising on subsequent sale, is not 
sustainable here. All elements of a valid 
gift were present. Thus only one-half 
gain from sale of transferred stock was 
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SAMUEL J. FOOSANER 
Tax Attorney, Newark, New Jersey 


taxable to husband. Apt. v. Birmingham, 
U.S. D.C., No. Dist. Iowa, March 25, 
1950. 


Repayment of loan from alimony trust 
not income to divorced wife. During time 
taxpayer and one Shaw were husband 
and wife, taxpayer loaned him $5,260. 
Upon divorce, property settlement was 
arranged under which taxpayer was to 
receive one-half of income of trust, ex- 
cluding certain .expenses incurred by 
Shaw, under which trust he had been 
designated as sole beneficiary. In as- 
signment of one-half of trust income to 
wife, Shaw agreed to prepay loan by 
giving wife one-half his reimbursement 
sums received by him for expenses in- 
curred, until entire $5,260 was returned. 
In 1942 taxpayer received $2,760, in 
addition to her share of trust income. 
on account of husband’s indebtedness. 
Commissioner taxed this amount. 

HELD: The $2,760 was partial satis- 
faction of debt and was not income to 
taxpayer. Assignment agreement speci- 
fically defined income of trust as ex- 
cluding reimbursement payments due 
Shaw, and gave taxpayer right to re- 
ceive half of reimbursement payments 


due husband until loan of $5,260 was 
repaid. Danischefsky v. Comm., T.C. 
Memo, March 21, 1950. 

Royalties received from oil lands 


transferred as result of compromise of 
will not exempt from tax. Taxpayer’s 
mother was_ beneficiary under _ her 
mother’s will and was to receive legacy 
of $1,000,000 and one-half of residue. 
Taxpayer’s mother died in 1941 without 
having received her inheritance. Hex 
two sons and a grandchild received her 
estate. For many years, various disputes 
and controversies existed between two 
sons and granddaughter, called Brown 
family, on one side, and executor of 
their grandmother’s estate, named Stark, 
on other. Finally, compromise settlement 
was entered into on July 7, 1943, where- 
by Brown family received $137,225 in 
cash and certain oil lands. Agreement 
was ratified by Court decree June 30, 
1944. 

On August 15, 1944, Sun O'1 Co. paid 
Brown family $66,497 in royalties, $44,- 
800 of which represented accruals to 
June 1, 1943 and $21,697 accruals be- 
tween June 1, 1943 and June 30, 1944. 
Taxpayer did not include his share of 
these payments in his income tax return 
for 1944. Commissioner included tax- 
payer’s share of $21,697. 

HELD: Commissioner sustained. 
Taxpayer contended that royalties were 


part of compromise settlement and ex- 
empt from tax under Section 22(b) (3)- 
(1) of Code. Oil lands were in effect 
received by taxpayer and family July 1, 
1943. Hence, royalties earned after that 
time were income. Tiile to oil land actu- 
ally passed under agreement of July 1, 
1943 and legal title given by Court de- 
cree one year later related back to that 
date. Brown v. Comm., C.A.-5, March 24, 
1950. 


ESTATE TAX 


Trust property includible in gross 
estate not reduced by amount of certifi- 
cates of indebtedness issued by trust. 
Decedent created an irrevocable trust 
in 1935, naming himself and two others 
as trustees. Instrument provided that 
income was payable to him for life, and 
gave him power, by deed or will, to 
name persons to receive income and 
principal after his death. It also pro- 
vided for issuance of “certificates of 
indebtedness” by trustees payable to 
such persons as he should name, in an 
amount not to exceed $300,000. Certifi- 
cates stated that trust was indebted to 
holder in specified sum, to be paid out 
of trust upon termination, with interest 
at 6% payable quarterly. Trust was to 
terminate upon death of last survivor 
of decedent’s then living children and 
grandchildren. Upon death of decedent, 
Commissioner included entire trust prop- 
erty in decedent’s estate without allow- 
ing any deduction for value of certifi- 
cates of indebtedness, amounting at 
time of death to $200,000. 


HELD: Commissioner sustained. Pro- 
vision in trust instrument for issuance 
and delivery of certificates of indebted- 
ness, was merely device to give appear- 
ance of a debtor-creditor relationship 
when it did not in fact exist. It consti- 
tuted a retention by decedent of right 
to designate those members of his family 
whom he desired to receive income of 
trust and amount each was to receive. 
It was a right to designate beneficiaries 
of trust, not creditors. Estate of Vose 
v. Comm., 14 T.C. No. 15, Jan. 30, 1950. 


Stock transferred to wife subject to 
restrictions, includible in  decedent’s 
estate. Decedent, by transfers made in 
December, 1940 and January, 1941, 
transferred to his wife 437 shares of 
stock in corporation of which he was sole 
stockholder. Incident to transfers, agree- 
ment was made between decedent and 
wife, and another between decedent, his 
wife and corporation, under which cor- 
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poration had right to hypothecate any 
and all of the stock for corporate loans, 
and a thirty-day option to repurchase 
its shares at same price and on same 
terms as any bona-fide offer received 
by its stockholders. Agreement also re- 
quired. decedent’s wife to bequeath to 
corporation any of stock which she 
might own or to which she might be 
entitled at death. Commissioner included 
value of stock in decedent’s estate as 
transfer having been made in contempla- 
tion of death or to take effect at or 
after decedent’s death. 


HELD: Commissioner sustained. 
Transfers were “to take effect in pos- 
session or enjoyment at or after his 
death.”” Stock transfers were not com- 
plete transfers divesting decedent abso- 
lutely and unequivocally of possession 
or enjoyment of the stock. Contract pro- 
visions granting right to corporation to 
repurchase or pledge stock, in conjunc- 
tion with requirement that wife will her 
stock to corporation, were tantamount to 
retention of reversionary interest in 
property transferred. Gilbert Estate, 14 
T.C. No. 42, March 2, 1950. 


Principal of revocable trust held “‘sub- 
ject to general claims” for estate tax 
purposes. Decedent established trust 
with part of funds received under hus- 
band’s will. Income and so much of 
principal as she might demand were 
to be paid to herself during life. Upon 
her death, principal was to be divided 
among living children and issue of de- 
ceased children. Decedent reserved right 
to alter, amend or revoke trust. 


Decedent died less than five years 
after husband. Her executor included 
trust property in estate as property 
previously taxed and took deduction ac- 
cordingly. Commissioner, in computing 
credit for property previously taxed, ex- 
cluded trust property on ground that it 
was not subject to general claims of 
creditors. 

HELD: Commissioner erred. Reserva- 
tion of rights to income and principal 
with power to revoke left decedent as 
sole beneficial owner of property with 
absolute power of disposition as long 
as she lived. Only practical effect of 
instrument adverse to her during her 
lifetime was to give right to trustee to 
collect and hold property until she asked 
for it. Under Maryland law, principal 
of trust was property subject to general 
claims of creditors under Section 812(c) 
of Code. Estate of Haggett, 14 T.C. No. 
40, March 1, 1950. 


Acceptance of transfer by will of hus- 
band not contribution of share of com- 
munity property. Decedent and her hus- 
band were members of California mari- 
tal community. Their Community prop- 
erty was all acquired before 1927 or was 
income on reinvestment of proceeds of 
such property. Decedent’s husband died 
in 1933. Under his will, residuary estate 
was left in trust, wife to receive in- 
come for life. She elected to take in- 
come from trust rather than according 
to community property law, under which 
she would have received one-half of 
estate and their two sons one-quarter. 
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Upon her death, Commissioner deter- 
mined that election to take under hus- 
band’s will constituted an effective con- 
tribution and transfer of her community 
share in husband’s estate and was in- 
cludible in her estate under Code Sec- 
tion 811(c). 

HELD: Wife did not receive interest 
which she transferred in contemplation 
of death. Therefore, it was not includible 
in her estate. She had only possibility 
of becoming an heir and succeeding to 
one-half of pre-1927 community prop- 
erty and, in electing to take under trust, 
she removed that possibility. This was 
only an election as to which of two 
interests she would receive—not the 
receiving and transfer of an _ interest. 
Gray Estate, 14 T.C. No. 47, March 10, 
1950. 


Transfers in trust with possibility of 
reverter not includible in decedent’s 
estate. Decedent transferred property in 
trust for benefit of her stepchildren. 
Under Ohio law, in event of death of 
all trust beneficiaries and their surviv- 
ing issue before death of grantor, prin- 
cipal of trust would have reverted to 
grantor. Upon death of grantor, Com- 
missioner included trust in decedent’s 
estate as transfer to take effect at or 
after death. Tax Court, on strength of 
Spiegel decision, upheld Commissioner 
on Feb. 10, 1949. 

Subsequently, Technical Changes Act 
of 1949 was passed, providing that such 
transfers made prior to October 7, 1949, 
would not be includible in decedent’s 
estate. Thereafter, appeal was taken to 
Court of Appeals, which held that under 
law as amended, trust property was not 
includible in decedent’s estate. Estate of 
Tremaine v. Comm., C.A.-6, Feb. 1, 1950. 


Community property transfer not in 
contemplation of death but half value 
thereof includible in estate. Decedent, 
resident of Texas, went to New York 
in 1932 for purpose of establishing ir- 
revocable trust, principally for benefit 
of his wife. Instead, revocable trust was 
created, consisting of community prop- 
erty of which  decedent’s interest 
amounted to $71,000. On December 31, 
1940, this trust was revoked and new 
irrevocable trust substituted, consisting 
of substantially same property. Dece- 
dent having died on June 17, 1941, 
Commissioner determined that transfer 
to trust in 1940 was made in contempla- 
tion of death. Since it was made less 
than two years prior to death, statutory 
presumption applied. Commissioner also 
contended, in alternative, that it was 
transfer “under which decedent has re- 
tained for a period which does not, in 
fact, end before his death, the right to 
the income from the property.” 

HELD: Transfer was not made in 
contemplation of death, but one-half of 
value of property transferred was _ in- 
cludible in decedent’s gross estate. Cir- 
cumstances surrounding transfer and 
bodily and mental condition of decedent 
convinced court that motives behind 
transfer were associated with life rather 
than death. However, because of fact 
that under Texas law he was entitled 
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to one-half of income from property, 
one-half of trust property should be in- 
cluded in gross estate, in spite of fact 
that trust instrument provided that it 
should be governed by laws of New 
York. Comm. v. Estate of Hinds, C.A.-5, 
March 2, 1950. 


No deduction allowed for charitable 
bequest where amount is uncertain. De- 
cedent created trust, directing trustee 
to make annual payments to such char- 
ities as trustee should approve in aggre- 
gate amount not to exceed $1,000 annu- 
ally. Trustee took deduction on estate 
tax for charitable bequests of an alleged 
value of $22,969. Commissioner disal- 
lowed deduction or ground that it was 
uncertain and conjectural. 


HELD: Commissioner sustained. No 
charity or civic or educational enter- 
prise was in position to demand or re- 
quire any payment whatever from de- 
cedent’s estate. Where amount of chari- 
table bequest is uncertain or conjectural, 
or where discretion granted by testator 
to trustee is not limited by fixed stand- 
ard, but is so uncertain that it cannot 
be stated in definite terms of money, no 
deduction may be allowed. Estate of 
Roehm v. United States, U.S. D.C., E.D., 
Mich., March 23, 1950. 


GIFT TAX 
Unconditional transfer subject’ to 
gift tax, notwithstanding subsequent 


reconveyance. Taxpayer in 1945 became 
concerned regarding possible estate tax 
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on his property. Conferring with attor- 
ney with view to reducing size of his 
taxable estate, he told him he desired 
to give some property to his children, 
but wanted to retain control at all times 
of property and income. He was advised 
that transfer of real property to him- 
self and wife for life, with remainder 
to his children, would take property out 
of his estate and thus avoid estate tax. 
Transfer valued at $39,000 was made 
and gift tax return filed. 

In 1947, taxpayer became further 
concerned about 1945 transfer’s being 
ineffective for estate tax purposes and 
consulted other counsel who advised 
that property would be includible in 
estate. When family was informed of 
this opinion, they reconveyed property 
to taxpayer. On December 14, 1948, 
Commissioner determined deficiency 
based on adjustments to 1945 gift tax. 
Taxpayer appealed on _ ground that 
transfer was not completed and hence 
not subject to gift tax. 


HELD: Transfer was absolute and 
subject to tax. At time conveyance was 
made, taxpayer imposed no condition on 
transferees to reconvey should transac- 
tion fail to exclude property from tax- 
payer’s estate. Fact that reconveyance 
was subsequently agreed to if estate tax 
liability had not been escaped, would 
not make conditional a conveyance that 
had already become absolute. Board v. 
Comm., 14 T.C. No. 39, March 1, 1950. 


Payment of premiums on assigned 
life insurance policies constitute gifts of 
future interests. In 1938, after designa- 
ting his five children as primary benefi- 
ciaries and specifying manner in which 
proceeds were to be paid under certain 
insurance policies aggregating $150,000 
in the case of each child, taxpayer as- 
signed all his remaining rights and 
privileges under policies to his five 
children jointly. He continued to pay 
annual premiums on policies so assigned 
until 1944, when by joint action of his 
oldest daughter, only adult child, and 
his wife, the policies were changed to 
reduce his premium burden. Aggregate 
principal amount of policies was thus 
decreased to approximately $75,000. 
Thereafter, policies were partially paid 
up and partially on annual premium 
basis. In 1944, 1945 and 1946, taxpayer 
paid premiums on all policies requiring 


payments and filed gift tax returns, 
taking exclusions provided for under 
law. Commissioner determined that gifts 
of premiums were gifts of “future in- 
terests,” with respect to which no ex. 
clusion is allowed, and assessed defici- 
encies. 


HELD: Commissioner sustained. Court 
was of opinion that use and enjoyment 
of any part of policies and property in- 
terests represented thereby were post- 
poned to happening of future and un- 
certain events, taking this position es- 
sentially on the basis that the assign- 
ment of the incidents of ownership was 
to the children jointly rather than in- 
dividually. Interests conveyed were ac- 
cordingly “future interests” within 
meaning of statute, and, since payment 
of premiums in taxable years had no 
effect other than that of preserving, 
maintaining and building up _ policies 
under which rights had been assigned, 
payment of premiums likewise constitu- 
ted gifts of “future interests.” Skouras 
v. Comm., 14 T.C. No. 34, March 31, 1950. 


SPECIAL RULING 


Treatment of premiums paid on life 
insurance policy assigned to wife under 
alimony agreement. Property settlement 
agreement incident to divorce was en- 
tered into between husband and wife. 
In addition to monthly payments in cash 
for wife and children, husband agreed 
to pay premiums on two life insurance 
policies carried on his life. In one of 
these, wife was irrevocably designated 
primary beneficiary. In other, she was 
named contingent beneficiary, and chil- 
dren primary beneficiaries. Policy in 
which wife was primary beneficiary was 
irrevocably assigned to her. Other pol- 
icy was not assigned and possession and 
control were retained by husband. 

Upon inquiry by husband, Commis- 
sioner ruled that premiums paid on life 
insurance policy absolutely assigned to 
former wife with respect to which she 


was irrevocable beneficiary, were in- 
cludible in wife’s gross income under 
Section 22(k) of Code, and further, 


that such premium payments were de- 
ductible by husband. Premiums on other 
policy were neither income to wife nor 
deductible by husband. J. T. 4001— 
I.R.B. 1950-6-13313 (p. 7). 
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RECENT FIDUCIARY DECISIONS 


AssETS — Business — Legacy Not 
Adeemed by Change in Form 


Pennsylvania—Supreme Court 
Gerlach Estate, 364 Pa. 207. 


Testator originally conducted his bus- 
iness in corporate form, then converted 
to a partnership in 1937 (in which his 
partners had negligible interests) and 
back to a corporation again in 1946 in 
which testator owned all but 33 of 
15,000 shares. No stock certificates were 
actually issued. The name of the business 
through the changes was Allentown Sup- 
ply Company or Corporation. The bus- 
iness was originally conducted on leased 
property but testator subsequently ac- 
quired title in his own name. The pur- 
chase price was carried as a capital 
contribution of testator on the business 
books, the carrying charges were paid 
by the business and the real estate was 
included in the financial statements of 
the business as an asset. 

The will executed in 1945 gave his bus- 
iness referred to as Allentown Supply 
Company to employees, his financial ad- 
visor and his lawyer, and the residue 
was left in trust to pay one-third of 
the income to his mother and two-thirds 
to his wife for their lives and the re- 
mainder to his brothers and sisters. The 
widow elected to take against the will. 
The mother contended that the bequest of 
the business was adeemed by the sub- 
sequent incorporation and that the real 
estate was not included in the bequest 
of the business. The lower court rejected 
these contentions and the mother ap- 
pealed. 


HELD: Affirmed. What the testator 
bequeathed was not an interest in a part- 
nership as such or in a corporation as 
such, but an interest in his business as 
it existed at the time of his death — in 
his business enterprise whatever its form. 
Since his interest in the corporation re- 
mained the same as his interest in the 
partnership and since no change of any 
kind took place in the operation of the 
business, no ademption of the legacy re- 
sulted. It is apparent that the real estate 
was ultimately paid for by partnership 
funds and testator therefore held title 
under a resulting trust for the partner- 
ship. 


CLaims — Creditors Have No Rights 
in Property Subject to Power of 
Appointment 


Colorado—Supreme Court 


Johnson v. Shriver, No. 16283, March 20, 


1950. 

Emma Shriver, Clifford Conroe and 
Richard Conroe executed a declaration 
of trust, declaring that they owned desig- 
nated properties ih trust for Ada Conroe 


May 1950 


during her natural life, with general 
power of appointment by will in Ada 
Conroe to receive the income during her 
lifetime. In the failure of the exercise of 
the power of appointment, the property 
was to vest in Ada Conroe’s heirs. 


Ada Conroe left a will which (1) di- 
rected the payment of debts, (2) devised 
to two persons not grantors of the trust 
two of the properties in the trust “which 
I am empowered to convey by will,” and 
(3) devised all of the rest and residue 
of the estate including properties “which 
I may be entitled to convey by will” to 
the grantors of the trust. There being no 
assets in the estate, a creditor of Ada 
Conroe sought to reach the trust prop- 
erty. 

HELD: (1) The direction to pay debts 
was not in exercise of the power in favor 
of creditors. 

(2) The will specifically referring to 
the appointive powers was a valid exer- 
cise of the power of appointment. 

(3) Neither the exercise of the power 
in favor of the original donors nor the 
exercise of the power in favor of per- 
sons not the original donors gave cred- 
itors any right in the property subject 
to the power. 


CLaims — Effect of Distribution of 
Estate Without Payment of Claims 


California—Supreme Court 


Federal Farm Mortgage Corp. v. Sandberg, 35 
A. C. 1, (March 15, 1950). 


The District Court of Appeal’s decision, 
abstracted in Oct., 1949, TRUSTS AND Es- 
TATES, has been affirmd by the Supreme 
Court. Point of the case is that rights 
of a creditor of. an estate are cut off 
if he permits a decree of distribution to 
be entered without providing for payment 
of his claim or providing that a lien 
exists against the property of the estate 
for the amount of the claim. 


COMMON TRuST FunpDs — New York 
Law Providing for Notice by Pub- 
lication on Accounting Held Un- 
constitutional 


United States—Supreme Court 


Mullane v. Central Hanover Bank & Trust Co., 
No. 378, Oct. term 1949, decided Apr. 24, 1950. 


Trustee established a common trust 
fund in 1946 under the New York Bank- 
ing Law which requires a first account- 
ing twelve to fifteen months after estab- 
lishment of fund. In 1947 it petitioned 
the Surrogate’s Court for settlement of 
its first account. Under the New York 
law the decree in each judicial settlement 
of accounts is binding and conclusive as 
to any matter in the account upon every- 
one having an interest in the fund or in 
any participating estate, trust or fund. 


During the first year 113 trusts par- 
ticipated in the fund and there were 
many beneficiaries, some of them nonresi- 
dents. The only notice of the petition 
given to the beneficiaries, as provided in 
the law permitting the creation of com- 
mon trust funds, was by publication in 
a local newspaper setting forth the name 
and address of the trust company, the 
name and the date the fund was estab- 
lished, and a list of participating trusts, 
estates and funds. 


Appellant was appointed by the court 
as Special Guardian and Attorney for 
all known and unknown persons having 
an interest in the income of the fund and 
not appearing in the proceeding. He ob- 
jected to the proceeding on the ground 
that the notice and the statutory pro- 
visions for notice were inadequate to af- 
ford due process under the Fourteenth 
Amendment, and therefore the court 
lacked jurisdiction to render a binding 
decree. The Surrogate overruled the ob- 
jections and a final decree accepting the 
account was affirmed by the New York 
Court of Appeals. 
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HELD: Reversed. Although the State 
has the power to accord to its courts the 
right to determine the interests of resi- 
dent and nonresident beneficiaries of a 
trust administered under the supervision 
of the court, that right is subject to the 
constitutional right of the beneficiaries 
to appeal and be heard. The due process 
clause requires that deprivation of prop- 
erty be preceded by notice and oppor- 
tunity for hearing. The constructive 
notice permitted in this case by statute 
deprives the beneficiaries of their prop- 
erty because it cuts off their right to 
surcharge the trustee for negligence and 
to question the reasonableness of admin- 
istration fees and expenses. The right 
of the beneficiary to be heard is worth 
little unless he is “informed that the mat- 
ter is pending and can choose for himself 
whether to appear or default, acquiesce 
or contest.” 


In the instant case publication alone is 
not a reliable means of acquainting in- 
terested parties of the fact that their 
rights are before the court. The publica- 
tion was not calculated to attract the 
parties’ attention to the proceeding. As 
to those beneficiaries whose interests were 
conjectural, or whose whereabouts were 
unknown, the statutory. notice was ade- 
quate, but as to known present beneficiar- 
ies notice by publication is inadequate. 
“Where the names and post office ad- 
dresses of those affected by a proceeding 
are at hand, the reasons disappear for 
resort to means less likely than the mails 
to apprise them of its pendency.” As the 
trustee possessed the names and ad- 
dresses of the income beneficiaries, there 
is no tenable ground for dispensing with 
a serious effort to inform them person- 
ally of the accounting by ordinary mail 
to the addresses of record. 


The statutory notice to known bene- 
ficiaries is inadequate, not because it 
may fail to reach everyone, but because 
it is not reasonably calculated to reach 
those who could easily be informed by 
mail. As the notice given may deprive 
known persons of substantial property 
rights, it is incompatible with the Four- 
teenth Amendment. 


COMPENSATION — Commission 
Awarded on Distributions of Prin- 
cipal Although Trust Referred to 
Income Only 


Pennsylvania—Supreme Court 
Kennedy Trust, 364 Pa. 310. 


In 1927, settlor created a Deed of 
Trust in connection with a separation 
agreement between his wife and himself. 
The trustees were a trust company and 
an individual. A specified portion of the 
income was to be paid to the wife, and 
the remaining income, after deducting 
the expenses incident to the management 
of the trust, including a 5 per cent com- 
mission on income to the trustees, was 
to be paid to settlor or his estate. At 
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the wife’s death, the principal was to 
be returned to settlor “after the pay- 
ment of all expenses of executing the 
trust and all lawful charges on the 
property in the trust estate.” Under the 
provisions of the deed, the wife with- 
drew $50,000 of principal, and settlor 
withdrew $35,000. 


Settlor died in 1931, but the wife sur- 
vives. The individual trustee died in 
1929, and another individual was substi- 
tuted, who has also died, and the latter’s 
death was the occasion for an accounting 
by the corporate trustee. At the audit, 
both the corporate trustee and the per- 
sonal representative of the deceased sub- 
stituted trustee claimed principal com- 
missions on the amounts withdrawn, and 
in addition, the personal representative 
claimed principal commissions on the re- 
mainder of the principal. The lower court 
held that the deed limited commissions to 
income, and dismissed the claim for prin- 
cipal commissions. Both claimants ap- 
pealed. 


HELD: Reversed. The trustees’ prima 
facie right to compensation from prin- 
cipal at the end of the trust for their 
eare and preservation thereof is not to 
be overriden by a mere implication drawn 
from incidental mention of a 5 per cent 
commission on income. Reasonable com- 
pensation for the fiduciaries’ care and 
preservation of the principal rightly 
comes within the contemplated “ex- 
penses” and “lawful charges” in connec- 
tion with the termination of the trust. 


The corporate trustee and the personal 
representative of the deceased substituted 
trustee were, therefore, awarded princi- 
pal commissions on the $85,000 with- 
drawn and the latter was also awarded 
principal commissions on the remainder 
of the principal, since his decedent’s 
fiduciary services had ended. The Court 
fixed the proportions each was to receive 
of the commissions presently payable, 
recognizing, however, that ordinarily the 
division is a matter for the fiduciaries to 
determine. 


COMPENSATION — Multiple Trustee 
Commissions Allowed Where Trust 
Rises Over $100,000 
New York, Surrogate’s Court, New York County 

Matter of Armstrong, N.Y.L.J., April 3, 1950. 


Section 285-a, Subdivision 6, Surro- 
gate’s Court Act, provides that if the 
gross value of the principal of the trust 
accounted for amounts to $100,000 or 
more, and there is more than one trustee, 
each trustee is entitled to the full com- 
pensation for receiving and paying out 
principal and for collecting income al- 
lowed to a sole trustee. The trust account- 
ed for was valued at less than $100,000 
at the beginning of the accounting period 
but, due to realized increases on sales or 
exchanges and the receipt of additional 
assets, the value during a part of the 
accounting period exceeded $100,000. 


HELD: Each trustee is entitled to a 











full commission. Realized gains can be 
used not only as a basis for computing 
commissions, but also as a basis for de- 
termining whether multiple commissions 
are payable. 


CONFLICT OF Laws — Reference to 
Law of Situs Includes Conflict of 
Laws Rule of Situs - 


New York, Surrogate’s Court, New York County 
Matter of Schneider, N.Y.L.J., April 11, 1950, 


The decedent died domiciled in New 
York County. He was a naturalized U. §. 
citizen, of Swiss origin. He left real 
property located in Switzerland which 
his will purported to devise. Under Swiss 
law, his heirs were entitled to a specific 
share of his estate, which could not be 
divested by will. The administrator sold 
the Swiss real estate, and sent the pro- 
ceeds to New York. The question was: 
How were the proceeds of the real estate 
to be distributed? 


HELD: (1) The law of the situs (Swit- 
zerland) governs the distribution of the 
proceeds of sale of the Swiss real estate. 

(2) In applying the law of Switzer- 
land, the conflict of laws rules of that 
country, and not only the internal law, 
are to be applied. The question whether 
there shall be a reference to the entire 
law of the situs to determine the owner- 
ship of the proceeds of the sale of for- 
eign realty is one of first impression in 
this State. If the land had not been sold, 
the courts of Switzerland would deter- 
mine its disposition. The mere for- 
tuitious circumstance that a sale was 
effected and the proceeds transmitted to 
this State should not affect the disposi- 
tion of the property. 

(3) The Swiss courts would apply the 
law of the decedent’s domicile. Therefore, 
the proceeds of the sale are to be dis- 
posed of pursuant to the will. Under 
Swiss law the decedent was regarded as 
having a dual nationality, since under 
Swiss law he had not renounced his Swiss 
citizenship. But Swiss law would refer 
a matter such as this to the New York 
internal law (the law of domicile) under 
which the will is a valid disposition of 
the property. 


INVESTMENTS — Trustee Absolved 
from Liability for Loss — Evidence 
of Frequent Reviews Is Cogent 


Pennsylvania—Supreme Court 
Lentz Estate, 364 Pa. 304. 


Testator died in 1925, leaving a will 
in which he gave his residuary estate to 
a corporate and individual trustee to pay 
the income to his widow and children 
with remainders to the children. He avu- 
thorized the executors and trustees to 
retain investments as long as they deen- 
ed advisable and to invest in non-legal 
securities. His estate consisted of non- 
legal securities. Certain of these secur- 
ities having a value of $384,000 at the 
time of receipt by thé trustees were re- 
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tained until 1939 and 1940, when they 
were sold for $132,000. The widow and 
the children sought a surcharge against 
the corporate trustee for the loss of prin- 
cipal and income in the retention, and 
also for the gain that would have been 
realized if the securities had been sold 
at the proper time. 

The lower court refused the surcharge, 
finding as a fact that the trustees had 
exercised common prudence, skill, and 
caution in the retention, basing the find- 
ing on testimony that the securities were 
reviewed by the research department, 
special investment committee, and an 
investment committee of the Board of 
Managers of the corporate trustee, from 
27 to 60 times a year between 1926 and 
1941. 


HELD: Affirmed. The finding of the 
lower court is supported by the evidence. 
Hindsight will never be permitted to be 
substituted for foresight. Under the dis- 
cretionary power in the will, it must be 
established that the trustee failed to act 
with common prudence, skill, and caution. 
Merely because the investments were not 
more diversified in the circumstances is 
no reason for a surcharge, since diversifi- 
cation has not been insisted upon in this 
Commonwealth. The lower court was not 
required to accept the testimony or con- 
clusions of the financial experts produced 
by the appellants. 


Joint & MUTUAL WILLS — Postpone- 
ment of Vestiture of Title Until 
Death of Surviving Testator Held 
Invalid 


Tennessee—Supreme Court 
Richmond v. Richmond, 227 S. W. (2d) 4. 


In 1942, T. W. Richmond and his wife 
executed an instrument which purported 
to be their joint will. After instructing 
their executor to pay their funeral ex- 
penses and other debts, they directed 
that their children share equally in their 
property “when both of us are dead and 
buried.” An appropriate gravestone was 
to be erected “when both of us are laid 
away.” The executor, who was the young- 
est son of the couple, was directed to sell 
“all our property both real and personal 


at our death .. .” If one spouse should 
predecease the other, the survivor was 
to have the use of such of the personal 
property of the deceased spouse as he 
should need. The executor was charged 
with the duty of supporting the surviv- 
ing spouse in a proper manner and to 
sell all of the property of testators after 
the death of the survivor. Certain sums 
advanced by testators to their sons were 
to be collated and charged against their 
respective shares in the parents’ estates. 

During their lives the testators main- 
tained separate bank accounts, and each 
owned individually certain tracts of real- 
ty; they also owned one tract of land 
as tenants by the entireties. Upon the 
death of the wife in 1942, the above in- 
strument was admitted to probate as her 
will. T. W. Richmond died in 1949, and 
after the instrument had been probated 
as his will a contest was instituted by one 
of his sons. The Circuit Court sustained 
the validity of the will, and the Court 
of Appeals affirmed. 


HELD: Reversed. Joint wills are 
recognized in Tennessee, but such wills 
in reality are only a plurality of indi- 
vidual wills appearing in one instrument. 
If the testators intend that their several 
estates be treated separately, and if the 
instrument may properly be construed 
as the single will of each, the joint in- 
strument will be sustained. 


No will, however, whether joint or sin- 
gle, can postpone the vestiture of title 
beyond the date of the testator’s death. 
If by a joint will the testators intend to 
treat their estates as a joint possession, 
to be disposed of and vested in the bene- 
ficiaries only when both wills become 
operative, so that the administration of 
one estate will have to be postponed until 
the settlement of the other, there is no 
way to sustain the plan of disposition. 


In the instant case the testators clearly 
intended to hold in abeyance the estate 
of the first-dying spouse until the death 
of the other. The language of the instru- 
ment indicates that the separate estates 
were to be joined and disposed of at the 
death of the survivor. The provisions for 
collating advancements further demon- 
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strate that a joint administration was 
intended. No provision was made for ac- 
counting for advancements in the admin- 
istration of either of the separate 
estates; they were charged against the 
estate of testators, considered as a com- 
mon fund. The Court may not indulge 
in the hypothesis that an intervening 
trust until the death of the survivor was 
intended when the expressed will of the 
testators indicates no such plan and pur- 
pose. The independent operation of~the 
wills was not provided for, and the joint 
instrument, therefore, contemplates an 
inter-dependent administration and a 
postponing of vestiture which cannot be 
sustained. 


JURISDICTION -— Controversy Over 
Testamentary Trust 


California—District Court of Appeal 


Keyston v. Keyston, 96 A. C. A. 607 (Mar. 20, 
1950). 


HELD: The Superior Court in the ex- 
ercise of its general (as distinguished 
from probate) jurisdiction had no juris- 
diction over an action for declaratory and 
other relief, the purpose of which was to 
require the trustees of a testamentary 
trust to sell the trust corpus on the 
ground that the trust would otherwise 
sustain irreparable loss. Jurisdiction for 
the purpose of resolving a controversy of 
this kind between trustees and bene- 
ficiaries of a testamentary trust is ex- 
clusively in the Probate Court. 
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LIFE TENANT & REMAINDERMAN — 
Life Estate in Survivor 


Nebraska—Supreme Court 
Bodeman v. Cary, 41 N. W. (2d) 797. 


Real estate was devised to Sophia Bode- 
man and Amy Bodeman, “so long as they 
shall live,” and upon their death, to 
named children and a grandson, “that 
is to say on the death of Sophia Bodeman 
and Amy Bodeman, it is my desire that 
my children and grandson in this para- 
graph named, shall have the fee simple 
and absolute title.” On death of the life 
tenants, two of the remaindermen, claim- 
ing that title to an undivided one-half 
of the real estate vested in possession, 
commenced partition. 


HELD: Dismissed. Surviving life ten- 
ant has a life estate in all the real estate; 
use of the word “and” indicates life 
estate was for lives of both and the 
survivor. Remainderman cannot partition 
over objection of the holder of the life 
estate. 


SPOUSE’s RIGHTS — Children May 
Not Enforce Antenuptial Agree- 
ment 


Colorado—Supreme Court 
Bartle v. Bartle, No. 16310, March 13, 1250. 


Decedent and his wife made an ante- 
nuptial agreement, whereby decedent 
agreed to leave her an income of $200 
a month after his death for the re- 
mainder of her life. Before his death, 
decedent conveyed to his wife lands worth 
approximately $75,000, and a son of the 
decedent brought suit to have a trust 
imposed upon the property for the pur- 
pose of paying the $200 a month for life 
to the widow and the remainder to the 
children. 


HELD: There was no trust in the 
property. The children were not parties 
to and could not enforce the terms of the 
antenuptial agreement. The decedent 
was free to convey his property to his 
wife, and she was free to accept it in 
spite of the antenuptial agreement. 


SPOUSE’S RIGHTS — Mexican Divorce 
Bars Widow’s Intestate Share 


New York—cCourt of Appea's 


Matter of Rathscheck, 300 N. Y. 346, reversing 
decision reported in Aug. 1949 TRUSTS AND Es- 
TATES 519. 


The widow obtained a Mexican mail 
divorce from the intestate, who had ap- 
peared in the proceeding by attorney. 
Neither party went to Mexico at any 
time. Subsequently the widow obtained 
an interlocutory judgment in New York 
holding the Mexican divorce decree void, 
and again dissolving the marriage. The 
husband died before the New York di- 
vorce judgment became final. The widow 
claimed her intestate share. The Surro- 
gate held that she was barred from tak- 
ing such a share. The Appellate Division 
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Mexican 


holding that the 
divorce decree was void for all purposes 
and did not bar the widow from obtaining 
her intestate share. 


reversed, 


HELD: Reversed. The widow is not 
entitled to an intestate share. Section 
87(b) of the Decedent Estate Law pro- 
vides that no distributive share of the 
estate of a decedent shall be allowed “to 
a spouse who has procured without the 
state of New York a final decree or judg- 
ment dissolving the marriage with the 
decedent, where such decree or judgment 
is not recognized as valid by the law of 
this state.” It cannot be said that the 
Legislature in 1929, when this statute 
was passed, had in mind any distinction 
between invalid divorces of sister states 
and void Mexican divorces, since the de- 
cisions making such distinction were ren- 
dered subsequent to the date of the 
statute. 


SPOUSE’S RIGHTS — Totten Trusts 
Held Payable to Estate of De- 
positor 


New York—Surrogate’s Court, Bronx County 
Matter of Halpern, N.Y.L.J., April 18, 1950. 


The testator left his entire estate to 
his widow who with three children sur- 
vived him. He had opened four savings 
bank accounts in his name “in trust for” 
his infant grandchild. The widow, as 
executrix, brought a discovery proceed- 
ing to obtain the balance in the accounts, 
claiming that the creation of the ac- 
counts constituted an illusory transfer. 
The general guardian for the infant 
grandchild claimed that the widow had 
no interest in the accounts, since she 
had failed to exercise her right of elec- 
tion pursuant to Section 18 of the De- 
cedent Estate Law, and that in no event 
was she entitled to the entire proceeds 
of the accounts, but only to an intestare 
share. 


HELD: The widow, as executrix, is en- 
titled to the entire proceeds of the bank 
accounts. It was not necessary for her 
to exercise her right of election since she 
received more under the will than her 
statutory share. On the authority of 
Krause v. Krause, 285 N. Y. 27, these 
transfers are illusory. The remaining 
question is whether the beneficiary of 


the bank accounts receives the balance 
after making payment to the widow of 
her statutory share. On this point the 
decision in Burns v. Turnbull, 294 N. Y. 
889, requires a determination that an 
illusory transfer is no transfer and that 
nothing passes to the beneficiary. The 
entire proceeds are, therefore, to be paid 
to the executrix. (But cf. Steixner v. 
Bowery Savings Bank, Sup. Ct. N. Y, 
Co., N. Y. L. J., Jan. 28, 1949.) 


TAXATION — Estate & Inheritance — 
Excess Value of Stock Subject to 
Purchase Agreement Taxed to Cor- 
poration 


New Jersey—Supreme Court 
Schroeder v. Zink, 71 A. (2d) 321. 


Decedent and his brother were officers 
and principal stockholders in a New Jer- 
sey corporation. In 1937, they entered 
into an agreement with corporation, bind- 
ing their executors to sell 250 shares of 
corporation stock, at $100 per share, 
upon their respective deaths. At time con- 
tract was entered into, price fixed for 
stock was a fair one. Upon death of de- 
cedent, executor transferred 250 shares 
to corporation for $25,000. However, fair 
market value of stock at that time was 
$420 per share. 

Transfer Inheritance Tax Bureau 
levied a tax against corporation, view- 
ing it as a beneficiary, for difference be- 
tween fixed price for the stock and its 
actual value at the date of death. Bur- 
eau, in levying this tax, construed the 
transaction to involve a transfer intended 
to take effect at death. 

HELD: Assessment by Bureau was 
correct. Agreement provided for sale of 
stock of particular owner within thirty 
days after his death, through his exe- 
cutor and, therefore, transfer, in lan- 
guage of statute, was intended to take 
effect after such death. During his life- 
time, decedent held title to stock and en- 
joyed voting privileges and dividends 
which attached to such ownership. De- 
cedent’s death fixed time of transfer. 

The rule in Grell v. Kelly, 134 N. J. 
Eq. 593, mod. 132 N. J. L. 450, is of no 
value as a precedent. There the transfer 
of the stock could be demanded under the 
terms of the agreement, during lifetime. 
Here, the mandatory commitment to sell 
was effective only as of time of death. 


TAXATION — Estate & Inheritance — 
Single Premium Life Policy Coup- 
led with Life Annuity Not Insur- 
ance for Exemption — Taxable as 
Death Transfer 


Washington—Supreme Court 
Estate of Smiley, 135 Wash. Dec. 809. 


In 1935 at the age of 78, the decedent 
paid an insurance company $18,770 for 
a $20,000 single premium life insurance 
policy, payable upon her death to named 
beneficiaries, and on the same day paid 
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to the same company $2,430 for a non- 
refund life annuity under which she was 
to receive $73.91 quarterly for life. A 
few days later she paid to another com- 
pany $18,700.60 for a $20,000 single pay- 
ment life insurance policy and paid to it 
on the same day $3,299.40 for a non- 
refund life annuity under which she was 
to receive $480.39 annually for life. De- 
cedent was not required to take any phys- 
ical examination to determine her suit- 
ability as an insurance risk. 

Upon her death ten years later, a con- 
troversy arose whether the proceeds of 
the two contracts constituted insurance 
subject to the life insurance exemption 
of $40,000 under the inheritance tax 
statutes or whether the moneys repre- 
sented transfers or gifts intended to take 
effect after the death of the decedent. 

HELD: The contracts did not consti- 
tute “insurance” within the meaning of 
that term as used in the inheritance tax 
statutes, and the proceeds were taxable 
as transfers to take effect in possession 
and enjoyment after death. Life insur- 
ance involves both risk-shifting and risk- 
distributing and must possess both fea- 
tures. Although the contracts contained 
many of the usual provisions of life in- 
surance policies, one company received 
$21,200 and promised to pay decedent 
$295.64 annually, which amounted to 
nothing more than interest on the amount 
received at the rate of approximately 
14%. The other company received 
$22,000 and promised to pay $480.39 per 
annum, equivalent to interest on the 
amount received at the rate of about 
2.2%. Objective obtained was not insur- 
ance upon the life of the decedent but a 
means whereby she placed a part of her 
property in responsible hands, to be de- 
livered on her death to named persons, 
and no risk to anyone was involved. 


YY & Bo 


New Valuation Regulation 

A regulation of the New Jersey Trans- 
fer Inheritance Tax Department, effec- 
tive March 1, 1950, requires valuation of 
stock traded on exchanges to be com- 
puted at the average of the high and low 
on date of death, rather than at low. 
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TAXATION — Gift — State Tax Com- 
missioner Not Barred from Com- 
puting Tax After Six Months 


Colorado—Supreme Court 
People v. Maytag, No. 16289, March 13, 1950. 


Taxpayer filed gift tax return within 
the time required by law and, after the 
course of much negotiation between the 
commissioner and the donor with respect 
to the value of the gifts, brought suit for 
declaratory judgment, asking the court 
to find that the commissioner had no 
jurisdiction to compute the tax, because 
it had not been computed within six 
months after the filing of the returns as 
required by law. 


HELD: It is the clear intent of the 
statute to retain a lien for gift taxes 
from the date of the gift for a period of 
10 years. The computation of the amount 
of the tax is a purely ministerial act and 
failure to compute it within the time re- 
quired by law does not in any respect 
prevent the subsequent computation and 
collection of the tax. 


TAXATION — Income — Annuity Ac- 
tually Paid Out of Capital Not 
Taxable Though Income Available 


Canada—Income Tax Appeal Board 


Brown v. Minister of National Revenue, 50 
Dominion Tax Cases 301. 


An annuity of $6,000 per year was 
payable during her life to a widow under 
her husband’s will. The will did not 
designate any fund out of which the 
annuity was to be paid. In 1946 the trus- 
tee of the estate paid the annuity out of 
capital although income funds were avail- 
able for payment of at least part of the 
annuity. 


HELD: Since it was paid entirely out 
of capital, the annuity payment in ques- 
tion was not “income” by virtue of Sec- 
tion 3(1) (g) of the Income War Tax Act, 
and was exempt from tax. The analogous 
provision of The Income Tax Act is Sec- 
tion 11(1) (i). 


The Board also commented upon the 
methods of estate accounting and upon 
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the duty of an executor to set up a De- 
preciation Reserve Fund where there are 
life beneficiaries and remaindermen. 


WILLs — Construction — Entire Es- 
tate Held Disposed of 


California—Supreme Court 
Estate of Akeley, 35 A. C. 26 (Mar. 21, 1950). 


Testatrix’s holographic will made 
specific bequests to individuals, appointed 
Russell Lemmon executor and provided 
for distribution of the residue as follows: 
25% to Children’s Home Society of Cali- 
fornia, 25% to Mary Martha Home for 
Girls, 25% to Los Angeles Society for 
Prevention of Cruelty to Animals. She 
then provided that if total of bequests 
to charity exceeds the portion she might 
legally give for charitable purposes, then 
all charitable bequests should be propor- 
tionately reduced “to the extent, that the 
total of such bequests shall not exceed 
the maximum amount that I may legally 
give to Charity,” and in that event she 
gave residue to Russell Lemmon free 
from trust but with request that he dis- 
tribute it as she had indicated to him. 

Testatrix having left no heirs, the 
State claimed one-quarter of the residue 
by escheat. Lower court found that testa- 
trix intended to dispose of all the residue 
to three named charities and so ordered 
disposition. This was reversed by the 
Court of Appeal, 206 P. (2d) 15. 
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HELD: Reversed and Superior Court 
judgment reinstated. Will was intended 
to give entire residue to charity. 


NOTE: The result requires a consider- 
able rewriting of the will. One-quarter of 
the estate was not disposed of except by 
an implication which is not too obvious. 
Bequest to Lemmon obviously would not 
take effect as it was conditioned on some- 
thing which did not occur, namely, that 
charitable bequests should exceed max- 
imum amount testatrix could give to 
charity. Question of possible intestacy 
as to remaining quarter seems to be a 
close ‘one. Two judges dissented. 


WILLs — Construction — Gift Over 
After Life Estate in Real Property 
Held Not to Include Personal 
Property 

Tennessee—Supreme Court 
Haskins v. McCampbell, 226 S.W. (2d) 88. 


Testator died in 1946. By the second 
clause of his will he provided: “I give, 
devise and bequeath to my wife 
all my person (sic) property, except a 
small lot of jewelry now in my posses- 
sion as family ‘keep-sakes.’ This jewelry 
I desire turned over to my brother... 
at the death of my said wife, to be de- 
livered to his children when they be- 
come of age.” The wife was given “a 
life estate” in testator’s real property by 
the third clause of the will, and in the 
fourth clause testator directed that after 
his wife’s death his brother should re- 
ceive “my real estate and whatever may 
remain of my estate.” Out of the pro- 
ceeds of the realty his brother was to 
create a trust fund for the care of a 
burial plot. 


After the death of testator’s wife in 
1947, complainant, the testator’s brother 
and executor, filed this action, contending 
that the wife took only a life interest in 
the personal property and that upon her 
death he became entitled to the remainder 
or residue of it. The trial court sustained 
a demurrer in favor of the wife’s exe- 
cutrix and legatees. 


HELD: Affirmed. By the second clause 
of the will, the wife was given the per- 
sonalty without condition or limitation. 
When there is an unlimited power of dis- 
position in the first taker of personal 
property, any gift over is void and the 
first taker has an absolute interest. 
Such power of disposition may be given 
by implication as well as expressly. In 
the instant case the reference in the 
fourth clause to “whatever may remain 
of my estate” is highly ambiguous, and 
is not sufficiently clear and explicit to 
cut down the interest which was given 
to the wife in the second clause. 


Although drawn by a layman, the will 
clearly distinguished between personal 
and real property. By excluding the fam- 
ily jewels, testator manifested an inten- 
tion that his wife receive absolutely the 
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rest of his personal property. This con- 
struction is strengthened by the fact 
that the burial plot was to be maintained 
from the proceeds of the real estate; had 
testator intended that complainant re- 
ceive the residue of his personalty, he 
would probably have directed that the 
trust for the burial plot be created from 
that residue. 


WILLs — Construction — Meaning 
of “Next of Kin” at Termination of 
Trust 


Massachusetts—Supreme Judicial Court 


Agricultural National Bank of Pittsfivld v. 
Schwartz, 1950 A. S. 319; March 8, 1950. 


The will created a trust to pay the 
income to any of testator’s or his de- 
ceased wife’s next of kin who might be 
in need, the trustees to have discretion 
as to the beneficiary and the amount. 
Then followed a clause expressing the 
hope that the trustees would bear in mind 
the needs of relatives “of whatever de- 
gree” who might live outside the United 


States. 


Clause 4 provided that the trust was to 
last ten years and then the principal was 
to be divided equally among those who 
would have been the next of kin of 
the testator and his wife had they died 
intestate at the date for distribution. 
There were living at the termination of 
the trust one sister of the wife and sev- 
eral children of various deceased brothers 
and sisters of both the testator and his 
wife. The trustees brought a petition for 
instructions. 


HELD: As to the distribution of the 
principal, the rule is that unless there 
is something in the will to show that a 
different meaning was intended the term 
next of kin means the nearest blood rela- 
tions, not those who would take under 
the statute of distributions (good dis- 
cussion of authorities). That rule must 
prevail here. But this did not mean that 
the wife’s sister would take all, because 
the testator intended both his own and his 
wife’s kindred to share. Nor did he in- 
tend one-half to go to each side. Kindred 
on both sides were to share equally per 
capita. Hence the fund should be di- 
vided into eighteen equal shares, one 
share to the wife’s sister and one share 
each to the nephews and nieces of the 
testator, including the personal repre- 
sentatives of those who had died since 
the date for distribution. 


As to the undistributed income, no one 
had any vested right in it, and the testa- 
tor apparently did not visualize the ac- 
cumulation of any surplus income and 
made no provision for it. Hence it would 
pass under the residuary clause of the 
will. 


As to the distributions made while the 
trust was in operation, the court agreed 
with the ruling of the probate judge that 
the trustees could distribute to any of 


the nearest blood relatives of the testator 
and to any relatives of any degree resid- 
ing outside the country. 


At the hearing evidence was admitted 
without objection that the attorney who 
drew the will had discussed the meaning 
of the term next of kin with the testator 
and had advised him that it meant those 
who would take under the statute of dis- 
tribution. The court said this should not 
have been admitted, as the will did not 
present any ambiguity; and even if it 
was admitted without objection, it was 
not entitled to any probative effect. 


WILLs — Construction — No Gift of 
Remainder — Question of In- 
testacy Postponed 


Pennsylvania—Supreme Court 
Butler Estate, 364 Pa. 279. 


Testator, an attorney, left his personal 
estate in trust “to pay the income there- 
from to my wife ... and upon her death 
to my children, Miriam Butler and Noble 
Butler, share and share like, and their 
issue, but if either shall die without is- 
sue, then the whole of said income to 
be paid to the other.” He directed invest- 
ments in guaranteed mortgages, and the 
income from the mortgages be paid to 
his wife and children “as aforesaid” and 
further, that the income from his un- 
divided interest in another estate be also 
paid to his wife and children “as afore- 
said.” 

The wife and children survived him, 
and the wife died in 1948, at which time 
his children claimed the principal abso- 
lutely, while the guardian ad litem for 
the children of the son claimed a remain- 
der interest after the death of the two 
children of testator. The lower court 
found no intention to make a testa- 
mentary disposition of the remainder 
of the estate and that testator was con- 
cerned solely with the disposition of the 
income. The rule that an absolute gift 
of income without limitation of time or 
amount is tantamount to a bequest of the 
principal was held not to be applicable. 
Whether this is an implied gift of prin- 
cipal to the issue of the children, or an 
intestacy, is a question that must be post- 
poned until the death of the survivor of 
the children of testator. The children of 
testator appealed. 


HELD: Affirmed on the opinion of the 
lower court. 


WILLs — Construction — Remainder 
Over After Death Without Issue 


Kentucky——Court of Appeals 
Hall v. Spencer, 227 S. W. (2d) 196. 


The testator devised the land, title to 
which was involved in this action, to his 
widow for life with remainder to his 
daughter, Birdie, but in his will added 
the language, “To Have and to hold 
unto Birdie M. Denton and her Children 
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and should she die without issue then 
this land to revert to My estate.” 


Devises in similar language were also 
made to certain other children. 


At the time this action was brought 
to determine the title to the real estate, 
the widow had died, and subsequent 
thereto Birdie had died without issue. 


The parties to the controversy were 
the heirs at law of the daughter, Birdie, 
on the one hand, and all of the other heirs 
at law of the testator, on the other hand. 
The decision of the trial court was that, 
since Birdie survived the life tenant, she 
became the owner of a vested remainder 
in the property. 

HELD: Affirmed. The estate devised to 
Birdie could be defeated only in the event 
she died without issue prior to the death 
of the life tenant, and since she survived 
the life tenant, she became the owner of 
the fee, such interest not to be defeated 
by her subsequent death without issue. 
This is the generally accepted rule in 
Kentucky where an estate is devised to 
one for life with remainder to another, 
with an alternate remainder to a third 
person in the event the first remainder- 
man dies without issue. The latter limi- 
tation has reference to death without 
issue during the lifetime of the life 
tenant. 


In Eakins v. Eakins, 191 Ky. 61, 229 
S. W. 130, involving the construction of 
the identical will, the court had held 
that another child, whose devise was in 
similar language, acquired a fee upon 
the death of the life tenant. In comment- 
ing on the intention of the testator, the 
court said: 


“Clause 14 of the will shows the testator had 


in mind his wife and his own children as the 
compelling objects of his bounty. He wanted 
her to have a life estate, and at her death he 
had very carefully laid plans for the apport‘on- 


ment and the division of his property between 
his issue. There is nothing in the will to indi- 
cate that they should not share equally in his 
property.” 


Cf. Malone v. Jamison, infra. 


Kentucky——Court of Appeals 
Malone v. Jamison, 227 S.W. (2d) 179. 


In this action, brought to sell land 


alleged to be indivisible, and for a 
division of the proceeds, the principal 
question presented was one with respect 
to the construction of a will under which 
all of the contestants claimed title. The 
testatrix devised the real estate to her 
husband for life, with remainder to “my 
nieces Margaret Katherine Vanatta and 
Frances Vanatta and their lawful heirs;”’ 
but a provision was added that should 
such nieces “die without heirs, I then 
will that what property they or either 
of them still hold at their death *** shall 
revert to my two brothers James Malone 
and Beverly Malone to be divided equally 
between them ***,.” 


The husband and both brothers of the 
testatrix had died and the controversy 
was between the nieces, who claimed to 
own the land in fee, and the heirs at law 
of the deceased brothers, the latter claim- 
ing as contingent remaindermen. The 
trial court held that the nieces of the 
testatrix held the land in fee. 


HELD: Reversed. The nieces of the 
testatrix held a defeasible fee, their in- 
terest being subject to termination in the 
event of their deaths without issue. The 
general rule is that if an estate is de- 
vised to one for life with remainder to 
another with a remainder over, however, 
to a third person if the remainderman 
named dies without issue, the limitation 
in favor of such third person is effective 
only if the first remainderman dies with- 
out issue during the lifetime of the life 
tenant. The foregoing rule will not be 
applied, however, if a contrary intent 
of the testator is to be found in the 
language of the will. Here, the testatrix, 
in expressly referring to property which 
the nieces “held at their death,” indi- 
cated that the testatrix did not have in 
mind that the remainder over in fee of 
the brothers would be effective if the 
nieces predeceased the life tenant. It was 
evidently her intention that the interest 
of the nieces would remain defeasible 
even after the death of the life tenant. 
During his life there was nothing for 
these remaindermen to “still hold.” 
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NEW STATE 
LEGISLATION 


CALIFORNIA 
Ch. 5: Adopts — by 62 word pro- 
vision — marital exemption for inher- 


itance tax on separate property. Ap- 
proved and effective April 26. 


KENTUCKY 


S.B. 147: Provides that dividends pay- 
able in shares of same corporation shall 
be deemed principal of estate or trust if 
payable at rate of 10% or more of the 
corporation’s outstanding shares of such 
class before the dividend, but income if 
payable at less than that rate. Dividends 
payable otherwise than in shares of 
same class of corporation itself, including 
extraordinary dividends and shares of 
another corporation, shall be deemed in- 
come. Where the trustee has the option 
of receiving a dividend in cash or in 
shares of the declaring corporation, it 
shall be deemed a cash dividend credited 
to income irrespective of choice. 


S.B. 151: Amends Section 141.030 
KRS relating to income tax on estates, 
trusts and fiduciaries, to tax the grantor 
on the income of a revocable trust or a 
trust under which the income may be 
used for the benefit of the grantor or to 
pay for insurance on his life. (Follows 
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Federal IRC, Sections 166 and 167, and 
is designed to correct situation under 
Oates v. Ballard, 299 Ky. 661—1945, 
wherein it was held that the settlors were 
not taxable on the income from a re- 
vocable trust for a non-resident bene- 
ficiary.) 

S.B. 185: Adds new section to com- 
mon trust fund act to provide that such 
funds shall not be considered a separate 
entity for tax purposes. Trust institution 
maintaining a common trust fund shall 
file a report with the County Tax Com- 
missioner as of the ad valorem tax date 
and shall file annually such information 
as the Department of Revenue may re- 
quire. 

H.B. 383: Raises from $100 to $500 
the amount which may be paid, on order 
of court, to the individual having cus- 
tody of a person under disability without 
the appointment of a guardian or com- 
mittee. 


NEW JERSEY 


S.B. 268: Requires, except where the 
testator directs otherwise, apportionment 
of Federal estate tax as between the 
estate in the hands of the fiduciary and 
other parties whose interests form a part 
of the taxable estate. Applies to estates 
of persons dying on or after July 1, 
1950. 


NEW YORK 


Ch. 267: Modifies procedure to be fol- 
lowed where a person seeks to obtain a 
legacy or distributive share which has 
been paid over to the state comptroller 
as belonging to a person unknown. 


Ch. 464: Permits fiduciaries to invest 
up to 35% of individual trust funds un- 
der the prudent man rule where the 
fiduciary is limited to legal investments; 
establishes legal list independent of that 
for savings banks. 


Ch. 488: Authorizes appellate court 
which reverses decree in a contested pro- 
bate proceeding, to confine the retrial 
only to the issues in respect of which 
error has been found, whereas formerly 
all issues have been retried. 


Ch. 500: Provides that the basis for 
determining gain or loss on sale of prop- 
erty by the taxpayer as a residence, shall 
be actual cost or purchase price plus cost 
of permanent improvements, and no de- 
preciation shall be charged for period 
during which property was owned and 
occupied by taxpayer. 

Ch. 557: Provides that estate tax shall 
cease to be a lien on real property after 
fifteen years from date of accrual if 
property is assessed at $10,000 or less at 
time of expiration. 

Ch. 585: Adopts marital deduction 
principle for state estate taxes, effective 
October 1, 1950. Follows pattern of Fed- 
eral law adopted in 1948. 

Ch. 683: Amends estate tax law gov- 
erning inclusion in gross estate of cer- 
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tain inter vivos transfers to bring New 
York law into conformity with the Fed- 
eral law arising out of the Church and 
Spiegel cases, and concerning relinquish- 
ment of certain powers, as set forth in 
the Technical Changes Act of 1949. 

Ch. 822: Amends Decedent Estate Law 
Section 124 to clarify certain principles 
and procedure relating to apportionment 
of death taxes. 


VIRGINIA 


H.B. 163: Increases compensation al- 
lowed commissioners and other officers 
for selling and collecting under decrees 
or orders for sale. Five per cent allowed 
up to and including $10,000 instead of 
$5,000 as provided under former law. 


H.B. 220: Amends act reading: “No 
person shall acquire by descent or distri- 
bution, or by will, any interest in the 
estate of another for whose death such 
person has been convicted of murder or 
voluntary manslaughter,” to substitute 
words “whom he has killed in order to 
obtain interest” for italicized words. 


H.B. 414: Broadens Class A of bene- 
ficiaries for inheritance taxes, by adding 
step-children. 


H.B. 594: Amends statute relating to 
when a nonresident fiduciary must have 
a resident co-fiduciary by making the 
statute applicable to a trustee under a 
will, and provides for the appointment 
of new resident fiduciary in event first 
appointee ceases for any reason to act. 


H.B. 656: Provides that certain em- 
ployee trusts shall not be considered in- 
valid as violating the rule against per- 
petuities or restraints on powers of alien- 
ation of title to property. 


S.B. 215: Makes statute relating to 
transfer of corporate securities to admin- 
istrators and executors of nonresident 
decedents, applicable to corporations cre- 
ated by or pursuant to authority of the 
Act of the Congress of the United States. 


S.B. 221: Amends statute relating to 
taxation of income including provisions 
applicable to fiduciaries and to income of 
estates and trusts. 


S.B. 351: Provides that, upon certain 
contingencies, certain credits shall be al- 
lowed upon the State income taxes of 
fiduciaries and corporations, and provides 
method of taking such credit. 
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